The  magazine  of  the  Museum  oi  American  Financial  History 


“Free  Markets ,  Free  Press  "  Exhibition  Opens 
Markets  Collapse  on  Black  Friday ,  1869 
The  Moore  Brothers  Shut  Down  Chicago 


Issue  70  ~  Summer  2000  ~  $7.00 


t 00036511 4  ^ 


stairs  or 


U-VGTO.V.O.C. 


SSS®sSS»-“l. 


,1'"'  ^ 


sssggsi 


a  unique  asset 


^  Extremely  Rare  ^ 

UNITED  STATES  CU 
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Founders  Message 

By  John  E.  Herzog,  Chairman 

FROM  NEAR  AND  FAR 


As  THIS  ISSUE  OF  FINANCIAL  HlSTORY 
goes  to  press,  the  proud  vessels  of 
history’s  timeless  tall-masted  fleet, 
here  for  the  spectacular  July  4th 
“Opsail  2000”  pageant,  are  unfurl¬ 
ing  their  mainsails  and  heading  out  of 
New  York  Harbor  toward  the  Lower 
Bay  and  the  deep  blue  waters  of  the 
Atlantic.  So  rare 


and  majestic  a 
sight  today,  the 
silhouettes  of 
canvas  and  rig¬ 
ging  at  the  Nar¬ 
rows  probably 
evoked  just  as 
much  enthusi¬ 
asm  centuries 
ago,  when  their 
appearance  on 
the  horizon 


tm 
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Above:  More  than  a  news 
magazine.  Fortune,  shown 
here  in  the  year  of  its  found¬ 
ing  in  1 93  o  by  Henry  Luce, 
captured  the  high  life  of 
Wall  Street’s  high  rollers. 


Reuters  balloon  message,  t8jo. 


was  not  foreshadowed  by  choreogra¬ 
phy  and  real-time  cable  coverage. 

It  was  exciting  for  us  at  the  Museum 
to  open  “Free  Markets,  Free  Press”  just 
in  time  for  the  Independence  Day  fes¬ 
tivities  and  crowds.  Appropriately,  here 
on  the  site  of  our  first  Capitol,  this 
exhibit  celebrates  Wall  Street’s  relation¬ 
ship  with  the  fundamental  founding 
tenet  of  press  freedom.  As  revealed  in 
this  exhibit,  made  possible  through  the 
community  leadership  and  generosity 
of  Reuters  and  the  Dow  Jones  Founda¬ 
tion,  America’s  free  press  tradition  and 
the  new  field  of  financial  journalism 
evolved  alongside  New  York’s  rise  as 
the  world’s  financial  center. 

We’re  thrilled  to  have  so  many  expert 
journalists,  writers,  and  institutions  con¬ 
tributing  to  this  exhibit,  including  Guest 
Curator  Jim  Grant  of  Grant's  Interest 
Rate  ( )hserver,  celebrated  career  jour¬ 
nalist  Dean  Rotbart,  radio  superstars 
Ken  and  Daria  Dolan,  Internet  pioneer 


Jonathan  Krim  of  TheStreet.com,  and 
our  own  Jason  Zweig,  Museum  Trustee 
and  star  Money  magazine  columnist. 

I’m  most  excited,  though,  for  the 
contribution  of  the  writer  whose 
byline  is  not  a  household  name.  Walter 
Chilman,  a  professional  economist  in 
Washington,  DC,  found  us  on  the 
Internet  several  months  back,  called  to 
say  how  much  he  enjoyed  the  site,  and 
joined  the  Museum  by  phone  that  day. 
A  lifetime  financial  history  enthusiast, 
he  has  studied  extensively  the  social 
history  of  the  Guilded  Age  as  illumi¬ 
nated  between  the  lines  of  contempo¬ 
rary  financial  reporting.  Walter 
jumped  at  the  challenge  to  prepare  this 
component  of  our  “Free  Press” 
exhibit,  and  the  result  is  an  engaging 
and  informative  display  at  the 
Museum  on  Fortune's  depiction  of  life 
on  Wall  Street  in  the  1930s. 

We  truly  do  place  our  members  on 
a  pedestal,  nn 
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Museum  founder  John  Herzog 


The  Museum  would 
like  to  thank  these 
members  for  their 
generous  recent  gifts : 


Patron  * — $5,000 

George  M.  Jones,  III 


Alexander  Hamilton 
Society  < — $500 
Mr.  Ben  A.  Indek 
Mr.  Charles  Leeds,  Jr. 
Mr.  Jason  Zweig 


Donors  ’  $150 
Mr.  Jeffrey  Morseburg 
Mr.  &  Mrs.  Andrew  Ney 
Mr.  Milan  Patel 


The  Museum  thanks  all  contributors, 
old  and  new,  for  their  continued 
support.  To  learn  how  you  or  your 
organization  can  participate  in  the 
Museum’s  program,  educational, 
and  service  mission,  please  call 
Brian  Thompson  at  2 1  2-908-4  s  1 9. 
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Museum  Showcases  Business  Press 


The  “Free  Markets,  Free  Press”  exhibit,  on  display  through  Fall  2000. 


Exhibit  Director  Meg  Ventrudo  presents  Guest  Curator  James  Grant 
with  his  unofficial  curator  attire  at  the  exhibit  opening  on  June  27. 
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Radio  displays  pair  financial  headlines 
with  corresponding  news  broadcasts. 


A  display  of  zoth  century  newspapers  and  a 
iyth  century  printing  press  poses  the  question:  Will  newsprint 
and  stock  certificates  survive  into  the  next  century? 


Museum  members  mingled  with 
the  media  at  the  June  27th  opening 
reception  to  launch  “Free  Markets, 
Free  Press,”  an  exhibition  on  the  his¬ 
tory  of  financial  journalism. 

The  exhibit  was  guest  curated  by 
James  Grant,  editor  of  Grant’s  Inter¬ 
est  Rate  Observer,  and  features  nar¬ 
ration  from  leading  Wall  Street  jour¬ 
nalists  including  Jonathan  Krim, 
executive  editor  at  TheStreet.com; 
Dean  Rotbart,  executive  editor  and 
chairman  of  the  TJFR  Group;  WOR 


Radio  personalities  Daria  and  Ken 
Dolan;  and  Jason  Zweig,  senior 
writer  at  Money  magazine  and  a 
Museum  Trustee. 

“Free  Markets,  Free  Press” 
explores  the  relationship  between  the 
media  and  a  free  market  economy  and 
includes  vintage  headlines,  a  timeline 
tracing  the  development  of  the  finan¬ 
cial  press,  a  roster  of  the  top  business 
reporters  of  all  time,  and  a  mock  radio 
studio  featuring  WOR’s  “First  Family 
of  Finance,”  The  Dolans. 


“The  capital  markets  and  the 
financial  press  grew  up  side  by  side 
here  in  Lower  Manhattan,”  says 
Executive  Director  Brian  Thompson. 
“As  more  and  more  Americans  turn 
to  the  media  for  financial  news  and 
analysis,  we’re  thrilled  to  give 
historical  perspective  to  the 
evolution  of  this  specialized  field  of 
journalism.” 

“Free  Markets,  Free  Press”  is  on 
display  Tuesday-Saturday,  10:00  a.m.- 
4:00  p.m.  through  Fall  2000.  im 
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Museum  Takes  its 
Show  on  the  Road 


THE  UNION  PACIFIC  RAILROAD  COMPANY, 
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By  Meg  Ventrudo,  Director  of  Exhibits  and  Education 
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Union  Pacific  Railroad  Company  certificate  from  the  “Tracking  Stocks 
exhibit  at  the  Federal  Reserve  Bank  of  Philadelphia. 


Certificate  u  — - — - 

for  a  o/Saic  in  tSe  S/ttut  intended  in  a  certain  JV^iiUny  of  tSis  date, 

K&ztiic  to  e/ic  Altaic  of  Alexander  Hamilton,  dictated ,  aSo 

t fas  Certificate  to  be  a^ssiynabSc,  anel  to  Sc  tcccwabSc  on  o/aSee  of  t/u 
Set  ate  Sy  tSe  &7tutteti,  as  a  fiaymcnt  of  Cfivo  cffiSundr  ecS  &)oSSan 
tSe  ^dividends j  Sorvevcr ,  if  any,  tvSicS  may  Save  been  fuii<)  on  tS* 
qS Saze,  being  first  deducted.  JtKto^Ork,  J'Sov ember  2QtS,  1804- 


COMMISSIONER  S  OFFICE 


Hart ford. 


XV.ECF.IVED  of  William  Imlay,  Com- 
miflioorr  of  Loans  in  the  Stale  of  Cmiteflt- 
aa,  for  Intercft  on  Stock  of  the  Aflumed 
Debt  in  the  Funds  of  the  United  States, 
to  the  31ft  day  of  December  1793,  the  fol¬ 
lowing  Sums,  viz. 
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{Amounting  to  Aa  * _ _ 

jDollars  and  —  ot  Cent 
l’igned  duplicate  Receipt! 


Top:  Hamilton’s  childhood  town, 
Christiansted,  St.  Croix;  Left:  1794 
Statement  of  Interest  from  shares  in 


r/i  ifn/iti 


Assumed  Debt,  Hamilton’s  financial 
plan  for  the  nation.  Above  Right:  Alexander  Hamilton  trust  fund 
certificate  on  display  at  the  Federal  Reserve  Bank  of  Cleveland. 


Above  Right:  John  D.  Rockefeller;  Above  Left:  Standard  Oil  Company 
certificate  on  display  in  “John  D.  Rockefeller:  The  Art  of  Getting  and 
the  Art  of  Giving”  at  The  Rockefeller  University. 


This  summer  and  Fall,  you  can 
visit  the  Museum’s  exhibits  even  if 
you  can’t  make  it  to  our  Wall  Street 
gallery,  as  we  have  extended  our  edu¬ 
cational  outreach  through  three  trav¬ 
eling  displays. 

The  Federal  Reserve  Bank  of 
Philadelphia  opened  “Tracking  Stocks: 
The  Financing  of  the  American  Rail¬ 
road”  on  June  22.  The  Museum  collab¬ 
orated  with  the  Railroad  Museum  of 
Pennsylvania  to  create  the  display, 
which  is  based  on  our  1996  “Connect¬ 
ing  the  Nation”  exhibition.  The  exhibit 
features  railroad  stocks,  bonds,  tickets, 


badges  and  china  from  the  Museum’s 
collection.  The  Philadelphia  Federal 
Reserve  is  located  at  10  Independence 
Mall.  “Tracking  Stocks,”  on  display 
through  October  6,  is  open  to  the  pub¬ 
lic  Monday-Friday,  9:00  a. m. -3:00  p.m. 

One  of  the  Museum’s  earliest 
exhibits,  “Alexander  Hamilton:  First 
Secretary  of  the  Treasury,”  is  now  on 
display  at  the  Federal  Reserve  Bank  of 
Cleveland.  Roger  Kennedy,  author  of 
Burr,  Hamilton,  and  Jefferson:  A 
Study  in  Character,  spoke  at  the  open¬ 
ing  reception  on  July  20.  The  Federal 
Reserve  Bank  is  located  at  East  6th 


and  Superior  Streets  in  Cleveland, 
Ohio.  The  exhibit  is  open  to  the  pub¬ 
lic  Monday-Friday,  9:00  a.m.~5:oo 
p.m.  through  December  31. 

The  Rockefeller  University  will  cele¬ 
brate  its  centennial  with  an  exhibit, 
“John  D.  Rockefeller:  The  Art  of  Get¬ 
ting  and  the  Art  of  Giving.”  The  show, 
opening  September  21,  will  feature 
Standard  Oil  stock  certificates  and  Esso 
artifacts  from  the  Museum’s  popular 
“Rockefeller  Rediscovered”  exhibition. 

Visit  our  website  at  www.finan- 
cialhistory.org  for  additional  infor¬ 
mation  about  these  exhibits.  Id 
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In  the  last  issue  of  Financial  History,  we  reported  that  a  Standard  Oil  Company  certificate  signed  by 
John  D.  Rockefeller  realized  the  highest  price  ever  paid  for  a  single  certificate,  reflecting  a  growing  interest 
in  the  hobby  of  scripophily — collecting  antique  stocks  and  bonds.  This  Spring,  the  International  Bond  and 
Share  Society  (IBSS)  compiled  the  following  chart  of  the  highest  prices  paid  for  gems  of  financial  history. 
All  prices  are  in  contemporary  dollars  and  include  buyer’s  premium  but  not  taxes. 
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1871  Standard  Oil  Company  first  issue  share,  signed  by  John  D.  Rockefeller . PRICE:  $134,000 

1924  Roulette  de  Monte  Carlo  bond,  signed  by  Marcel  Duchamp . PRICE:  $1  14,000 

1878  Pullman’s  Palace  Car  Company  share,  signed  by  Andrew  Carnegie . PRICE:  $78,000 

1870  Standard  Oil  Company  first  issue  share,  signed  by  John  D.  Rockefeller . PRICE:  $60,000 

1724  Chur-Brandenburgischen  Landshaft  loan,  signed  by  King  Eriedrich  Wilhelm . PRICE:  $56,000 

1780s  Ilmenauer  Kupfer  -  und  Silber  Bergwerk  unissued  share,  . PRICE:  $53,000 

signed  by  Johann  von  Goethe 

The  Mayflower  share  sales  agreement,  1610 . PRICE:  $47,000 

1657  East  India  Company  call  receipt . PRICE:  $46,000 

1836  Ludwig-Donau-Main-Canal  share,  signed  by  Carl  von  Rothschild . PRICE:  $45,000 

1736  Silesian  Loan,  signed  by  Emperor  Karl  VI . PRICE:  $42,000 

and 

1915  Highland  Park  State  Bank  share,  signed  by  Henry  Ford . PRICE:  $42,000 


For  more  information  about  the  IBSS,  please  visit  their  website  at  www.scripophily.org. 


“A  field  anthropologist  from  the  new 
Museum  of  American  Financial  History ,  sir. 


YOUR  FINANCIAL  MARKETPLACE 

The  Museum  Shop  at  the  Museum  of  American  Financial  History  is  the 
country's  only  finance-themed  museum  store.  Come  to  the  home  of 
Wall  Street's  history,  in  the  heart  of  the  world's  financial  capital,  to  find  an 
exciting  assortment  of  carefully  selected  specialty  merchandise  with  financial, 
historical,  and  New  York  themes.  Shop  online,  by  phone,  or  visit  us. 
Corporate  and  special  orders  available.  Museum  members  receive  discounts. 
All  major  credit  cards  accepted.  We  gift  wrap  and  ship  nationwide. 

212-908-4613,  toll  free  877-98-FINANCE,  www.financialhistory.org 

Classic  New  Yorker  cartoon,  left,  reproduced  on  mugs,  $  1 0; 
cocktail  napkins,  $7;  aprons,  $20;  and  notepads,  $3 
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Jim  Hill  Buys 

By  Brian  Grinder  &  Dan  Cooper 

Jim  Hill  was  approaching  the  age 
of  40,  enjoying  his  success  as  a 
regional  Minnesota  businessman, 
building  a  new  house  for  his  growing 
brood  of  children,  and  worrying 
about  the  frail  condition  of  his  wife 
when  he,  along  with  three  associates 
(George  Stephen,  Norman  Kittson, 
and  Donald  Smith),  put  a  $3.5  million 
bid  on  what  one  author  has  called 
“the  bankrupt  and  rusting”  St.  Paul 
and  Pacific  (SP&P)  Railroad.  Hill, 
who  had  carefully  done  his  home¬ 
work,  realized  that  for  a  grand  total  of 
$5,540,180,  the  group  could  purchase 
assets  worth  $19,402,923.  In  modern 
financial  lingo,  this  was  clearly  a  pos¬ 
itive  net  present  value  project.  There 
were  a  number  of  obstacles  to  be  over¬ 
come  before  Hill  and  his  associates 
could  accomplish  their  goal,  but  the 
most  significant  included  raising  the 
necessary  capital  and  convincing  the 
bondholders,  most  of  whom  were 
Dutch,  to  sell  to  the  Hill  group. 

The  Dutch  bondholders  had 
watched  the  likes  of  Russell  Sage 
manipulate  U.S.  railroads  and  reap 
huge  profits.  They  had  hoped  to  make 
big  profits  from  Sage’s  manipulation 
of  the  SP&P,  but  were  left  holding  the 
bag  on  an  uncompleted  regional  rust 
bucket  railroad  on  the  outskirts  of  civ¬ 
ilization.  To  make  matters  worse, 
since  they  were  thousands  of  miles 
away,  they  had  to  rely  on  their  U.S. 
representatives:  a  prominent  New 
York  banker  by  the  name  of  James  S. 
Kennedy  and  the  SP&P’s  court 
appointed  receiver;  one  Jesse  P.  Farley, 
described  by  historian  Michael  P.  Mal¬ 
one  as  “Approaching  old  age,. ..dim- 
witted,  contentious,  and  obviously 
avaricious.”  Both  men  would  eventu¬ 
ally  aid  the  Hill  group  in  its  takeover 


a  Railroad 


of  the  SP&P  with  Kennedy  play¬ 
ing  a  key  role  in  financing  the 
project  and  Farley  aiding  in  the 
deception  of  the  bondholders. 

At  the  time,  the  United  States 
was  in  the  grips  of  one  of  the 
worst  depressions  ever.  Even  the 
great  Jay  Cooke  had  not  been 
able  to  escape  bankruptcy.  Thus 
Hill’s  associates  placed  a  great 
deal  of  hope  in  Canadian 
banker  and  partner  George 
Stephen’s  attempts  to  obtain  the 
necessary  funds  for  the  purchase 
of  the  SP&P  from  the  English 
firm  of  Morton,  Rose  &  Com¬ 
pany.  However,  on  Christmas  Eve 

1877,  Stephen  returned  to  Canada 
from  England  without  the  hoped  for 
funding.  This  was  devastating  news, 
especially  to  Hill  who  was  probably 
the  least  wealthy  individual  in  the 
group.  Now,  if  Hill  wished  to  pur¬ 
chase  the  SP&P,  he  would  literally 
have  to  risk  everything  he  owned. 

The  Dutch  by  now  were  ready  to 
sell.  Word  of  Stephen’s  failure  to  raise 
capital  in  England  only  increased  their 
concern.  Furthermore,  Kennedy,  who 
was  urging  the  Dutch  to  strike  some 
sort  of  a  deal  with  the  Hill  group,  had 
quietly  become  one  of  Hill’s  partners  in 
the  buy  out  attempt,  and  was  anxious 
to  do  the  deal.  Farley  also  aided  the 
cause  by  giving  his  stamp  of  approval 
to  the  overly  pessimistic  reports  sent  to 
the  bondholders  by  the  Hill  group.  Fur¬ 
thermore,  growing  resentment  of 
Dutch  investors  in  Minnesota  added  to 
the  bondholders’  anxiety. 

Upon  receiving  the  news  of 
Stephen’s  failure  in  Eondon,  the  Hill 
group  quickly  assembled  at  Kennedy’s 
New  York  office  where  on  January  2, 

1878,  they  worked  out  a  new  financ- 


James  J.  Hill 

ing  scheme  described  below  by 
historian  Albro  Martin: 

The  Dutchmen... would  be  paid 
for  their  bonds  in  cash  if  they 
insisted,  but  the  associates 
planned  to  make  it  very  attrac¬ 
tive  for  them  to  take  not  cash, 
for  they  would  only  have  to  find 
some  way  to  reinvest  it  [empha¬ 
sis  added],  but  bonds  of  a  new 
railroad  company,  which  would 
acquire  all  the  assets  of  the  St. 
Paul  &  Pacific  upon  foreclosure 
of  the  mortgages. 

Of  course,  as  with  any  great  busi¬ 
ness  deal,  a  series  of  negotiations 
ensued  and  the  deal  was  quickly  final¬ 
ized  in  February  with  the  bondholders 
accepting  seven  percent  bonds,  a  bonus 
of  preferred  stock  to  all  bondholders 
who  did  not  insist  on  being  paid  in 
cash,  and  a  surety  deposit  of  $280,000 
in  cash.  With  the  deal  completed,  Hill’s 
finances  were  strained  to  the  breaking 
point.  Not  only  did  he  have  to  raise 
cash  to  help  complete  the  deal,  but  also 
to  meet  the  first  interest  payment  that 
was  due  in  June.  Furthermore,  nearly 
$1  million  would  be  needed  to  com¬ 
plete  the  SP&P  line  to  Canada.  If  that 
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St.  Paul  in  i8yy. 


line  were  not  completed  by  the  end  of 
the  year,  the  SP&P  stood  to  lose  a  Fed¬ 
eral  land  grant  in  the  fertile  Red  River 
Valley  of  2.6  million  acres  valued  con¬ 
servatively  at  $6.7  million  dollars. 
Every  possible  effort  was  made  to  raise 
the  needed  cash.  According  to  Martin, 
Flill  was  even  “writing  sharp  letters  to 


delinquent  customers  of  the  fuel  com¬ 
pany  demanding  that  they  pay 
accounts  as  small  as  $27.50."  Hill’s 
great  financial  sacrifices  along  with 
Kennedy’s  timely  help  allowed  the  rail¬ 
road  to  secure  the  necessary  finances  to 
complete  the  branch  line  to  Canada  in 
time,  and  a  railroad  empire  that  would 


eventually  dominate  the  Northwestern 
United  States  was  horn. 

Application  to  Modern  Finance 

The  story  of  Jim  Hill’s  beginnings  in 
the  railroad  industry  reminds  us  of  the 
importance  of  information  and  the 
advantages  of  obtaining  better  infor- 
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mation  than  anyone  else.  Hill  clearly 
knew  the  value  of  the  SPNP.  He  had 
seen  the  Red  River  Valley  and  knew 
that  it  was  fertile  farmland.  He  had 
also  watched  over  the  years  as  more 
and  more  settlers  moved  into  the 
region  and  knew  that  the  railroad 
would  profit  by  hauling  supplies  to 
these  new  farmers  and,  more  impor¬ 
tantly,  by  transporting  agricultural 
products  from  the  Red  River  Valley 
to  markets  in  the  East.  What 
appeared  to  be  a  desert  wasteland  on 
the  edge  of  the  wilderness  to  Euro¬ 
pean  financiers  was  soon  to  be  a 
thriving  agricultural  center. 

Hill  was  so  convinced  that  he  was 
right  about  the  profit  potential  of  the 
SP&P  that  he  was  willing  to  submit 
to  a  riskier  financing  plan  after  the 
English  financiers  refused  to  fund  the 
project.  First,  the  Dutch  bondholders 
of  the  bankrupt  SP&cP  had  to  be  con¬ 


vinced  that  it  was  in  their  best  inter¬ 
ests  to  take  the  seven  percent  bonds 
in  the  new  company,  a  task  capably 
performed  by  Kennedy.  Then  the  nec¬ 
essary  funding  for  completion  of  the 
line  to  Canada  had  to  be  raised.  This 
task  fell  to  Hill  and  Kennedy  and, 
between  the  two  of  them,  they  were 
able  to  succeed.  Even  in  the  most  dif¬ 
ficult  of  circumstances,  the  Hill 
group  was  able  to  find  a  way  to  get 
the  job  done,  although  they  some¬ 
times  chose  an  unethical  path  to 
accomplish  the  task  at  hand.  Never¬ 
theless,  even  the  most  ethical  student 
of  finance  can  learn  from  the  amaz¬ 
ing  persistence  of  this  group. 

With  the  increase  in  risk  comes  the 
increased  possibility  of  reward,  and 
indeed,  by  late  1885,  the  common 
stock  of  the  company  sold  for  about 
$105  per  share.  According  to  Martin, 
on  the  day  these  shares  were  distrib¬ 


uted  to  the  partners  in  1879,  Hill,  a 
holder  of  29,993  shares  (about  one- 
fifth  of  the  outstanding  shares), 
believed  them  to  be  of  little  value.  Yet 
they  were  the  beginnings  of  a  mighty 
railroad  that  was  perhaps  only  now 
being  envisioned  in  the  mind  of 
James  J.  Hill.  I3D 

Dr.  Dan  Cooper  is  the  president  of 
Active  Learning  Technologies.  Brian 
Grinder  is  chief  operating  officer  of 
Active  Learning  Technologies. 
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By  Vivian  Lewis 

This  spring,  the  Dallas-based 
managers  of  The  Prudent  Bear  Fund 
told  investors  to  read  up  on  the  his¬ 
tory  of  tulip  bulbs  in  Holland  in 
1634-37.  During  the  36  months  of 
the  tulipmania,  the  price  of  bulbs 
rose  5,900  percent,  before  falling  93 
percent  in  the  inevitable  sell-off 
which  followed. 

For  those  seeking  a  modern  paral¬ 
lel,  the  bearish  fund  managers  noted 
that  the  Standard  &C  Poors  500  Index 
had  risen  1,786  percent  in  the 
1982-1999  period. 

The  saga  of  how  the  Dutch  learned 
to  love  and  hate  the  tulip  has  become 
a  standby  of  economic  history  since 
the  classic  narrative  was  published  in 


1841  by  British  author  Charles 
Mackay.  It  was  titled  Memoirs  of 
Extraordinary  Popular  Illusions  and 
the  Madness  of  Crowds.  In  later  edi¬ 
tions,  the  words  “memoirs  of”  were 
dropped,  and  the  book  has  gone  into 
innumerable  reprints. 

Mackay  was  a  popularizer,  and 
many  of  the  tales  he  recounts  are  prob¬ 
ably  apocryphal.  The  facts  are  simple 
enough.  The  tulip,  a  member  of  the  lily 
family,  was  native  to  the  steppes  of 
Euroasia,  and  was  cultivated  early  in 
Turkey  and  Persia.  Tulips  began  to  be 
imported  into  western  Europe  starting 
in  the  middle  of  the  16th  century. 

They  began  as  a  luxury  for  the  cab¬ 
inet  of  curiosities  rich  men  affected  at 
that  time.  Bulbs  were  individually 
imported  from  Turkey  for  buyers  in 


Germany,  England,  and  Holland.  By 
1634,  the  taste  had  spread  to  collec¬ 
tors  of  more  moderate  means.  And 
instead  of  showing  off  their  tulips  by 
planting  them  in  their  gardens,  they 
began  to  buy  and  sell  the  bulbs.  A 
market  for  tulip  bulbs  which  exists  to 
this  day  was  founded  in  Haarlem. 

This  was  the  Goldene  Eeuwe,  the 
Golden  Age,  in  Dutch  economic  life.  As 
a  major  entrepot  and  exporter  of  food 
and  cloth,  Holland  drew  in  the  wealth 
of  the  Indies  and  the  wealth  of  the 
Americas.  The  era  of  the  tulip  reached 
its  height  at  the  same  time  as  the  great 
Dutch  painters  reached  theirs. 

The  economic  boom  created  a 
demand  for  still  lifes  full  of  rich  flow¬ 
ers  and  food,  for  scenes  of  domestic 
life,  for  portraits  of  middle  class  peo- 
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pie,  for  landscapes  of  the  flat  coun¬ 
tryside,  for  genre  scenes  of  taverns 
and  tobacco.  Van  Dyck  ( i  599-1 64  1 ), 
Jakob  Jordaens  (1593-1678),  Frans 
Hals  ( 1  58 1  ?-i  666),  and  Rembrandt 
(1606-1669)  all  were  successfully 
selling  their  paintings  during  this 
period  of  prosperity. 

As  the  urge  to  possess  tulips  took 
hold  in  the  population,  prices  soared 
to  extreme  levels,  particularly  for  the 
rarer  varieties,  of  which  only  a  few 
bulbs  were  on  the  market.  The  price 
of  tulips,  like  that  of  Old  Masters, 
reflected  the  fact  that  there  was 
plenty  of  irrational  exuberance 
around.  Spreading  wealth  left  many 
people  able  to  pay  a  lot  for  bulbs. 

Examples  of  ridiculous  prices  paid 
for  tulip  bulbs  are  documented  by 
authors  of  the  period.  One  tulip  was 
bought  for  12  acres  of  land;  another 
for  a  carriage  with  two  horses  and 
harness  plus  4,600  florins.  In  a  folio 
of  documents  from  the  period  is  a  list 
of  articles  and  their  value  delivered 
against  one  single  root  of  the  rare 
species  called  Viceroy  (see  chart, 
page  14). 

These  items  made  up  the  price  of  fl 
2,500. 

Over  the  course  of  1636,  demand 
for  tulips  continued  to  rise,  and  they 
were  traded  on  the  Amsterdam  Stock 
Exchange,  established  in  1602.  Instead 
of  buying  bulbs  to  plant,  people 
bought  them  to  sell  to  the  next  sucker. 

Mackay  tells  tales  of  people  who 
failed  to  realize  the  value  of  the 
bulbs,  like  a  sailor  who  allegedly  ate 
a  tulip  with  his  herring  thinking  it 
was  an  onion.  However,  these  exam¬ 
ples  of  how  the  “common”  people 
realized  that  the  emperor  had  no 
clothes  are  undocumented  and  are, 
in  fact,  disputed  in  Peter  Garber’s 
recently-released  Famous  First  Bub¬ 
bles.  The  fact  is  that  people  quite 
low  in  the  social  scale,  like  servants 
and  farm  workers,  were  swept  up  in 
the  mania. 

Trading  continued  in  Haarlem  and 
went  on  in  other  cities  including 


Rotterdam,  Leiden,  Alkmaar,  and 
Hoorn.  Tulips  began  being  traded  like 
shares  in  the  East  India  Company,  the 
blue  chip  of  the  day.  Soon  there  were 
jobbers  and  market-makers  dealing  in 
real  tulips  and  options  on  tulips. 
There  were  bulls  and  bears,  buying 
long  or  selling  short,  called  liefbeb- 
beren  and  contremine  in  Dutch. 
Tulip-notaries  were  designated  to 
record  trades.  Banquets  for  potential 
investors  were  held  in  major  towns,  in 
great  halls  decorated  (of  course)  by 
vases  full  of  tulips.  Markets  sprung  up 
in  the  taverns  of  villages. 

The  mania  was  not  confined  to 
Holland,  although  it  reached  its  peak 
there.  Tulip  speculators  also  operated 
in  London. 

At  first,  the  rise  in  prices  contin¬ 
ued  unabated,  and  the  speculation 
spread  ever  more  widely  among  the 
population.  To  buy  more  tulips, 
assets  like  land  and  houses  were  sold 
at  low  prices.  But  as  the  speculation 
got  going,  inflation  took  hold  and 
money  poured  into  Holland  from 
abroad.  The  drop  in  the  value  of  land 
and  houses  was  reversed,  and  prices 
of  these,  and  also  of  luxury  goods  in 
general,  began  to  rise. 

Then,  quite  suddenly,  about  three 
years  after  the  tulip  mania  began, 
prices  suddenly  began  to  fall.  The 
country  had  run  out  of  buyers.  Panic 
spread  quickly,  and  forward  trades 
that  had  been  registered  were  not 
completed.  Defaulters  on  deals  to  buy 
were  subject  to  the  shame  of  having 
their  names  heralded,  but  contracts 
could  not  be  enforced.  Bankruptcies 
were  declared  by  those  whose  assets 
had  all  been  reduced  to  tulips.  Own¬ 
ers  of  bulbs  found  that  there  was  no 
market.  Prices  plummeted. 

Attempts  to  restore  confidence 
were  made  by  groups  of  tulip  owners 
around  the  country.  They  tried  to  get 
the  government  to  take  measures  to 
do  something  to  restore  the  prices  of 
tulips,  a  program  which  not  too  sur¬ 
prisingly  won  only  meager  support 
from  the  puritanical  regime. 


The  Provincial  Council  of  The 
Hague  met  over  the  tulip  matter  for 
months  without  reaching  any  deci¬ 
sion  on  what  to  do.  No  court  in  I  lol- 
land  would  interfere  to  enforce  tulip 
contracts.  Ultimately,  judges  in  Ams¬ 
terdam  ruled  that  they  could  not 
enforce  payments  since  “gambling 
debts”  were  not  debts  under  law. 

So  the  people  who  still  had  tulip 
bulbs  worth  not  very  much  money 
planted  them  in  their  gardens  and  cre¬ 
ated  the  Dutch  flower  industry.  Great 
fields  of  tulips  still  color  the  flat 
Dutch  countryside.  Rotterdam 
remains  a  central  depot  for  the  world 
trade  in  flowers.  The  mania  was  over, 
but  some  economic  value  was  created. 

A  single  tulip  bulb  after  about  five 
years  will  spawn  a  dozen  baby  bulbs, 
called  offsets,  which  can  be  planted 
too.  Initially,  all  the  tulips  from  the 
same  stock  have  the  same  colors.  But 
then,  thanks  to  a  mysterious  virus 
that  horticulturists  are  only  now  able 
to  explain,  tulips  suddenly  “break” 
and  sprout  stripes  in  their  col¬ 
oration.  These  “parrot,”  “bizarres,” 
and  “bijbloemen”  are  the  connois¬ 
seurs’  true  delight  and  command  pre¬ 
mium  prices. 

And  across  the  English  Channel 
and  in  the  former  Dutch  and  British 
colonies  of  North  America,  the 
tulip  remains  a  garden  favorite.  Most 
of  the  bulbs  we  plant  still  are  imported 
from  Holland.  And  the  simple  flower 
has  become  so  common  that  the  poet 
Rupert  Brooke  called  the  tulip  “the 
English  unofficial  rose.”  na 

Vivian  Lewis  is  the  editor  of  Global 
Investing,  a  newsletter.  Sbe  studied 
bistory  at  Flarvard,  the  University  of 
California  (Berkeley),  and  the  Uni¬ 
versity  of  London.  A  sample  of 
Global  Investing  can  be  downloaded 
from  global-investing.com  or  ordered 
from  Soo-ySS-42  37. 

For  more  on  tulipmania,  look  for  a  review 
of  Peter  Garber's  Famous  First  Bubbles  in 
the  Fall  issue  of  Financial  History. 
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By  Russell  Roberts 


Ulysses  S.  Grant  entered  the 
White  House  in  1869  knowing  how  to 
fight,  after  having  just  defeated  the 
Confederacy’s  wily  and  resourceful 
Robert  E.  Lee. 

But  in  the  political  arena,  Grant 
had  to  battle  on  an  ever-changing  ter¬ 
rain  of  half-truths  and  outright  lies. 
Learning  this  new  type  of  warfare  was 
an  eye-opening  experience  for  the 
politically-naive  general,  particularly 
when  it  resulted  in  the  financial  panic 
known  as  Black  Friday. 

The  Cast  of  Characters 

In  many  ways  Black  Friday  was  like  a 
bad  play:  it  had  melodrama,  deception, 
an  nth-hour  rescue,  and  even  musta¬ 
chioed  villains.  Besides  Grant,  the  cast 
of  characters  included  Jim  Fisk,  a  bom¬ 
bastic  financial  speculator,  manipula¬ 
tor,  and  bribery  expert  known  as  the 
“Barnum  of  Wall  Street,”  and  Jay 
Gould,  master  speculator,  financier  and 
truth-bender  who  was  heavily  involved 
in  the  railroad  industry. 

Setting  the  Scene 

Black  Friday  actually  began  in  the 
spring  of  1869  because  Gould  needed 
cash.  He  figured  that  if  the  price  of 
gold  went  up,  more  American  wheat 
could  be  sold  overseas  and  thus  rail¬ 
roads,  especially  his,  would  make 
more  money  by  shipping  more  wheat. 
Wrapping  himself  in  the  flag,  Gould 
decided  that  farmers  and  others  would 
also  prosper  by  higher  gold  prices, 
because  then  it  would  take  more 
American  greenbacks  to  buy  it,  and 
more  greenbacks  meant  an  expanded 
economy  and  prosperity  for  all. 

Gould  knew  that  the  New  York 
gold  supply  of  approximately  $zo  mil¬ 
lion  could  be  cornered  by  a  small  car¬ 
tel,  which  could  then  dictate  the  price. 
“A  man  with  $100,000  of  money  and 
with  credit  can  transact  a  business  of 
$2.0  million,”  he  said.  However,  the 
fly  in  the  ointment  was  the  federal 
government,  which  was  sitting  on 


Ulysses  S.  Grant 

approximately  $100  million  in  gold. 
The  government  could  thwart  a  gold¬ 
cornering  scheme  in  an  instant  by 
pumping  more  gold  into  the  market¬ 
place,  thereby  erasing  any  shortage 
and  sending  the  price  plummeting. 

Since  the  Grant  administration  had 
just  taken  office,  its  monetary  policy 
was  unknown:  would  it  try  to  keep  the 
price  of  gold  low  and  limit  the  green¬ 
backs  in  circulation,  or  would  it  allow 
the  price  to  rise?  What  Gould  needed 
was  someone  on  the  inside  that  could 
keep  him  informed  of  the  government’s 
intentions  concerning  gold.  What  he 
got  was  Abel  Rathbone  Corbin. 

The  Insider 

Devious,  verbose,  and  greedy,  the  67- 
year-old  Corbin  had  been  married  to 
Grant’s  sister  Jennie  for  only  one  year, 
but  gave  the  impression  that  he  was 
Grant’s  lifelong  confidant.  Gould  knew 
him  from  a  previous  deal,  and  decided 
that  Corbin  would  be  his  pipeline  to 
the  Grant  White  House.  After  firing 
Corbin’s  avarice  by  describing  the 
money  to  be  made  in  gold  speculation, 
Gould  hit  him  with  his  whole  economic 
theory,  explaining  how  higher  gold 
prices  would  be  good  for  the  country. 

Sufficiently  impressed,  Corbin 
agreed  to  carry  Gould’s  message  to 
Grant.  In  late  May,  during  a  trip  to 


Washington,  Corbin  strongly  advised 
the  president  against  selling  govern¬ 
ment  gold  and  depressing  the  price.  A 
few  weeks  later,  Corbin  and  Gould 
arranged  for  Grant  to  take  one  of 
Fisk’s  ships  to  the  Peace  Jubilee  in 
Boston.  Once  on  board,  Grant  was 
pumped  for  information  about  his 
gold  policy.  When  the  president  noted 
that  there  was  a  certain  amount  of 
“fictitiousness”  about  the  prosperity 
of  the  country,  and  that  the  bubble 
might  as  well  be  tapped  one  way  or 
another,  Gould  launched  into  his  set 
speech,  warning  that  a  contractionist 
monetary  policy  would  bring  “great 
distress,  and  almost  lead  to  civil  war.” 

Grant’s  remark  scared  Gould  away 
from  his  gold  plan.  But  as  the  summer 
progressed,  so  did  Gould’s  need  for 
capital.  Thus,  he  decided  to  try  again. 

Here  the  sly  speculator  made  a  fatal 
mistake.  When  it  seemed  as  if  Corbin 
was  able  to  get  a  candidate  he  favored 
named  as  Assistant  United  States  Trea¬ 
surer  in  New  York,  Gould  decided 
that  the  brother-in-law’s  influence 
with  Grant  was  great,  and  that  he 
would  be  able  to  keep  the  president  in 
line  on  gold.  So  in  mid-August  Gould 
began  buying  gold,  trying  to  nudge  up 
the  price. 

The  Plot  Thickens 

He  did  so  without  his  familiar  ally, 
Fisk.  The  ostentatious  speculator  was 
wary  of  the  scheme;  he  had  been 
unable  to  discern  Grant’s  attitude 
toward  gold  prices,  and  warned 
Gould  that  the  whole  thing  could 
explode  in  a  heartbeat. 

But  Gould  disagreed.  He  had 
Corbin,  plus  he  knew  that  a  bumper 
crop  was  being  harvested,  which 
would  need  to  be  sold  overseas.  Surely 
Grant  would  not  keep  money  tight, 
restrain  trade  and  ruin  farmers.  So 
Gould  continued  buying  gold. 

Early  in  September,  Gould  got 
Corbin  to  arrange  yet  another  meeting 
with  Grant.  This  time,  Gould  was 
delighted  to  learn  that  the  president, 
acknowledging  the  strong  harvest. 
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Scene  in  the  Gold  Room,  New  York  City,  during  the  intense  excitement  of 
Friday,  September  24,  1869.  From  a  drawing  in  Harper’s  Weekly. 


was  not  inclined  to  drive  down  the 
price  of  gold. 

Now  the  way  seemed  clear  for 
Gould  to  push  the  price  of  gold  up  to 
around  $140  ($140  worth  of  green¬ 
backs  would  buy  $100  worth  of  gold), 
but  he  lacked  the  resources  to  con¬ 
tinue  manipulating  the  price  alone. 
Whereas  on  September  6  gold  had 
reached  137  5/8,  by  mid-September  it 
was  down  to  132,  thanks  to  sell-offs 
and  profit-taking  by  others. 

Although  each  point  drop  in  the 
price  was  costing  him  millions,  Gould 
was  in  too  deep  to  get  out.  Morosely 
he  sat  in  his  office,  ripping  up  small 
pieces  of  paper,  until  he  finally 
broached  the  subject  to  bisk  again. 
When  Fisk  raised  his  usual  objections 
about  the  government,  Gould  replied 
that  the  matter  was  “all  fixed  up,” 
indicating  that  Grant’s  wife,  his  per¬ 
sonal  secretary  and  Corbin’s  wife  were 


all  in  on  the  deal. 

The  only  part  of  this  that  was  true 
was  that  Corbin,  through  his  wife,  was 
involved.  Nevertheless,  Fisk  was  con¬ 
vinced,  and  jumped  into  the  gold  pool. 
The  combination  of  his  capital  and  his 
exuberance  began  pushing  the  price  of 
gold  higher.  By  the  end  of  business  on 
Wednesday,  September  22,  gold  had 
reached  14 1.  No  one  on  Wall  Street 
doubted  that  it  would  go  higher. 

No  one,  that  is,  except  Gould.  Sev¬ 
eral  days  earlier,  still  nervous  about 
Grant,  he  had  dispatched  a  letter  by 
courier  to  the  president  through  Corbin 
again  urging  him  to  stand  firm  on  sell¬ 
ing  gold.  After  giving  Grant  the  letter, 
the  courier  had  telegraphed  Fisk  and 
Gould:  “Letter  delivered  all  right.” 
However,  due  to  a  transcription  error, 
the  message  the  two  financiers  received 
was:  “Letter  delivered.  All  right.” 

But  while  Gould  and  Fisk  read  that 


as  a  tacit  agreement  by  Grant  not  to 
interfere  in  gold  prices,  in  reality  the 
president’s  suspicions  had  finally  been 
raised  by  Corbin’s  continual  harangues 
about  gold.  Discovering  that  Corbin’s 
wife,  his  sister,  was  involved  in  gold 
speculation,  he  had  his  own  wife  send 
her  a  terse  note:  “Tell  Mr.  Corbin  that 
the  president  is  very  much  distressed 
by  your  speculations  and  you  must 
close  them  as  quick  as  you  can.” 

When  a  frantic  Corbin  showed 
that  to  Gould  on  Wednesday  evening, 
September  22,  the  financier  knew  that 
the  jig  was  up  and  that  the  adminis¬ 
tration  was  about  to  step  in.  Too  late, 
he  realized  that  Corbin  had  no  influ¬ 
ence  with  Grant  at  all.  If  Gould  did 
not  dump  the  large  amount  of  gold  he 
was  carrying  before  the  price  fell,  he 
would  be  ruined. 

Gould  decided  to  secretly  sell  his 
gold,  without  telling  Fisk,  while  con¬ 
currently  buying  just  enough  to  make 
it  seem  like  he  was  still  trying  to  drive 
up  the  price,  so  that  the  market  would 
not  totally  collapse.  This  was  how 
Thursday,  September  23,  went;  Fisk 
bulling  up  the  price,  Gould  dumping 
as  much  as  he  could  inconspicuously. 
By  the  end  of  the  day,  gold  stood  at 
144,  but  it  was  poised  to  go  higher. 

At  the  start  of  trading  the  next  day, 
September  24  —  Black  Friday  —  gold 
immediately  jumped  to  150.  No  one 
knew  how  high  it  could  go,  and  every¬ 
one  wanted  in.  Stocks,  which  had 
been  plummeting  all  week,  continued 
their  free  fall;  business  was  at  a  stand¬ 
still.  The  country’s  attention  was  riv¬ 
eted  on  the  gold  drama  being  played 
out  on  Wall  Street.  By  11:30,  gold  had 
reached  160,  and  people  were  scream¬ 
ing  that  it  would  hit  200  by  day’s  end. 

Then,  just  before  noon,  with  the 
price  hovering  between  160  and  164, 
the  news  came  that  the  federal  govern¬ 
ment  was  selling  $4  million  of  gold. 
The  price  plummeted  instantly,  and 
within  30  minutes  hit  $135. 

Hysteria  bordered  with  raw  panic 
gripped  Wall  Street  as  everyone  franti¬ 
cally  tried  to  dump  their  gold.  It  was 


1 1  M  M  l:  K  2000 


18 


W  W  W.  I  I  N  A  N  (  I  A  I  II  IS  I' OR  Y. OKU 


Jay  Gould 

said  that  some  people  went  temporarily  insane.  As  Fisk 
later  said,  the  mood  was  “each  man  drag  out  his  own 
corpse.”  Investment  houses  that  had  been  part  of  Wall 
Street  for  years  went  bankrupt,  and  the  Tenth  National 
Bank  nearly  failed.  Many  speculators  who  had  bought 
gold  high  were  ruined.  A  broker  named  Solomon  Mahler 
shot  himself  to  death. 

Of  the  survivors,  Fisk,  whom  many  blamed  (perhaps 
unfairly)  for  the  disaster,  simply  repudiated  his  gold  con¬ 
tracts  and  hid  behind  friendly  judges  who  refused  to 
enforce  them.  Gould,  who  had  sold  out  before  the  crash, 
made  a  profit  of  $11  million.  (Some  speculate  that  Gould 
split  his  profit  with  Fisk,  thereby  easing  his  old  partner’s 
wrath  at  being  tricked.)  Corbin  was  discredited,  and 
wound  up  out  of  favor  with  Grant. 

Sadly,  the  lesson  of  Black  Friday  —  do  not  trust  those 
who  pretend  to  be  your  friends  —  was  lost  on  Grant.  As  a 
result,  his  administration  was  beset  with  scandal  and  ranks 
as  one  of  the  worst  in  American  history.  ED 

Russell  Roberts  is  a  full-time  freelance  writer  whose  work 
has  appeared  in  more  than  i  50  national  and  regional  pub¬ 
lications.  He  is  also  the  author  of  seven  non-fiction  hooks, 
and  he  resides  in  Bordentown,  New  Jersey. 


TRIVIA  QUIZ 

How  much  do  you  know 
about  financial  history ? 

1.  Who  built  the  wall  for  which  Wall  Street 
was  named? 

2.  How  much  did  J.P.  Morgan  pay  for 
Carnegie  Steel  in  1901? 

3.  Who  was  the  first  U.S.  President  to  visit  the 
New  York  Stock  Exchange  while  in  office? 

4.  Who  was  the  Chairman  of  the  Federal  Reserve 
Bank  immediately  prior  to  Alan  Greenspan? 

5.  The  ruling  in  the  antitrust  suit  against 
Microsoft  came  16  years  after  the  similar 
break-up  of  what  company? 

6.  In  an  attempt  to  clean  up  the  stock  exchange, 
what  was  banned  from  the  NYSE  in  the  1950s? 

7.  What  hearings  investigated  the  stock  market 
and  financial  practices  in  1933? 

8.  What  are  the  three  largest  television  networks 
to  offer  regular  financial  programming? 

9.  What  was  the  former  name  of  the 
American  Stock  Exchange? 

10.  What  event  halted  trading  on  the  floor 
of  the  New  York  Stock  Exchange  in  1944? 
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Reuters  telegraph  message,  1914. 


By  Jason  Zweig 

In  the  early  i  8th  century, 
John  Peter  Zenger  edited  a  provoca¬ 
tive  New  York  newspaper,  The 
Weekly  Journal.  From  his  press  in 
lower  Manhattan,  Zenger  launched  a 
fusillade  of  attacks  on  the  policies  of 
New  York’s  governor.  Following  his 
arrest  for  libel  in  1734,  he  appealed  to 
the  jury  to  weigh  the  truthfulness  of 
his  writings.  Zenger  was  acquitted 
and,  while  no  legal  precedent  was  set, 
the  principle  of  free  press  was  estab¬ 
lished  in  America. 

Within  a  generation,  lower  Man¬ 
hattan  also  became  the  proving 
ground  for  the  foundations  of  Amer¬ 
ica's  capital  markets.  The  Buttonwood 
Agreement  of  1792  established  the 
rules  under  which  the  New  York  Stock 
Exchange  would  help  bring  order  to  a 
young  economic  system.  The  markets 
and  the  financial  press  grew  up 
together  —  but,  in  some  ways,  the 
markets  took  the  lead.  In  an  era  when 
information  could  move  only  as 
rapidly  as  the  swiftest  horse  or  the 
fastest  sloop,  speculators  could  beat 
the  market  simply  by  moving  faster 
than  the  news  itself. 

An  early  example  occurred  in  Janu¬ 
ary  1790,  when  several  ships  set  sail 
from  New  York,  the  temporary  capital 
of  the  United  States,  bound  for  Georgia 
and  the  Carolinas.  Although  no  goods 
were  in  evidence,  these  ships  carried 
valuable  freight  nonetheless.  Alexander 
Hamilton,  Secretary  of  the  Treasury, 
had  just  delivered  his  First  Report  on 
the  Public  Credit  to  Congress.  The 
Report  explained  his  plan  to  re-orga¬ 
nize  the  debt  of  the  nation  and  revealed 
Hamilton’s  intentions  to  refund  exist¬ 
ing  debt,  incurred  during  the  Revolu¬ 
tion  under  the  failed  Articles  of  Con¬ 
federation,  at  face  value.  The  Report 
also  argued  for  the  assumption  of  all 
state  debt  by  the  federal  government. 


The  speculators  sailing  south  were 
armed  only  with  their  first-hand 
knowledge  that  Hamilton  had  just 
issued  his  plan  to  consolidate  the 
nation’s  debts — and  that  it  would  take 
weeks  for  that  news  to  reach  the  local 
newspapers  of  the  South.  After  falling 
in  value  for  years,  many  federal  and 
state  debt  certificates  were  now 
changing  hands  in  the  South  for  10% 
to  20%  of  their  face  value.  The  news 
of  Hamilton’s  plan  would  send  those 
values  skyrocketing — and  by  outrac- 
ing  the  news,  the  speculators  were 
able  to  buy  these  bonds  for  a  song. 

But  then  the  technology  of  journal¬ 
ism  began  to  make  huge  leaps.  On 
May  24,  1844,  Samuel  F.B.  Morse  sent 
his  famous  message  “What  Hath  God 
Wrought”  from  the  Supreme  Court 
chamber  in  Washington  to  his  partner, 
Alfred  Vail,  in  Baltimore.  It  is  impossi¬ 
ble  to  overstate  the  importance  of  the 


telegraph:  for  the  first  time  in  the  his¬ 
tory  of  civilization,  information  could 
move  almost  instantaneously  across 
potentially  unlimited  distances. 

With  the  telegraph,  news  from 
America  more  quicky  affected  foreign 
markets  as  well.  On  April  26,  1865, 
the  clipper  S.S.  Nova  Scotian  reached 
Greencastle  on  the  west  coast  of  Scot¬ 
land  with  news  of  the  assassination  of 
President  Abraham  Lincoln.  A  tele¬ 
graph  operator  from  Reuters,  the 
British  news  agency,  rowed  out  to 
meet  the  ship  and  then  transmitted  the 
story  to  London.  England  scooped  the 
rest  of  Europe  with  news  of  Lincoln's 
death — as  did  Reuters’  private  clients. 

Soon,  the  advent  of  the  transconti¬ 
nental  telegraph  in  i8fci  and  the 
transatlantic  cable  in  1868  meant  that 
investors  could  incorporate  today’s 

(continued  on  page  3 6 > 
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THE  MOORE  BROTHERS 


shut  down 

CHICAGO 


Left,  William  H.  Moore  and  right,  James  H.  Moore 


By  K.C.  Tessendorf 

Chicago  burned  down  famously 
in  1871  (causing  a  brief  panicky  dip  in 
the  financial  East),  but  the  “City  of  the 
Big  Shoulders”  quickly  flexed  muscles 
anew  as  the  booming  Midwest  hub 
metropolis.  Already  in  1882  there  was 
enough  business,  local  money,  to 
encourage  the  opening  of  the  first 
Chicago  Stock  Exchange.  Subse¬ 
quently,  though,  there  was  complaint 
of  lagging  volume. 

The  man  who  would  change  that 
was  William  H.  Moore,  an  ambitious 
and  personable  young  lawyer  from 
affluent  origins  in  upstate  New  York, 
who  had  been  forced  west  by  asthma, 
totally  recovered,  and  made  a  U-turn 
to  Chicago.  He  caught  on  admirably 
in  a  LaSalle  Street  corporate  law  firm 
where  he  became  locally  famed  as  a 
civil  courts  trial  lawyer,  and  an 
authority  on  the  intricacies  of  corpo¬ 


rate  structuring.  Still,  Moore  dreamed 
and  prepared  to  become  like,  well,  J.P. 
Morgan! 

Moore  married  a  daughter  of  the 
law  firm’s  senior  partner  and  brought 
his  younger  brother,  James  H.,  in, 
who  married  another  daughter.  Soon 
after,  the  senior  partner  died.  Moore 
&  Moore  advanced,  with  James  H. 
watching  the  store  while  William  H. 
foraged.  The  personable  pair  stroked 
local  titans:  Philip  Armour,  meat 
packer;  George  Pullman,  rail  car  mag¬ 
nate;  Marshall  Field,  super  merchant; 
and  others  of  ilk.  The  Moore  brothers 
didn’t  have  a  ton  of  money  yet,  but 
now  they  could  borrow. 

Though  William  H.  Moore  is 
rightly  named  by  financial  historians 
as  a  pioneer  combiner,  his  first  major 
project,  the  match  industry,  had 
already  been  effectively  combined. 
Back  in  1880,  O.C.  Barber  of  Ohio,  a 
large  producer  in  a  fragmented  indus¬ 


try,  looked  at  a  $90,000  loss  in  the 
price  war  he’d  waged  with  a  Delaware 
matchmaker.  He  then  went  to  the  man 
and  proposed  peaceful  union  for 
greater  profits.  They  agreed,  gathered 
others,  incorporated  in  Connecticut, 
and  continued  expanding  and  pros¬ 
pering  as  the  Diamond  Match  Com¬ 
pany.  Then,  William  H.  appeared. 

He  praised  their  conservative  finan¬ 
cial  rectitude,  while  intimating  they 
could  make  much  more  money  easily. 
He  persuasively  proffered  his  services 
to  double,  to  begin  with.  Diamond 
Match’s  value.  O.C.  Barber,  vice  presi¬ 
dent,  listened  and  persuaded  his  col¬ 
leagues  to  go  with  Moore.  So,  Dia¬ 
mond  Match  was  reincorporated  in 
Illinois  in  1889,  its  30,000  $100  shares 
enlarged  to  60,000.  They  were  sold, 
and  the  new  corporation  was  able  to 
allot  money  for  high  tech  innovations. 

As  time  went  on,  more  stock  issues 
were  sold,  and  the  Moore  brothers 
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Above  and  below:  Views  of  the  Chicago  Stock  Exchange,  drawn  by  J.  Gleeson. 


spread  their  wings  for  the  thermals  of 
speculative  finance.  William  H.  moved 
on  to  combine  the  biscuit  industry  of 
the  eastern  United  States,  and  Dia¬ 
mond  Match  and  New  York  Biscuit 


became  darlings  of  the  Chicago 
Exchange. 

In  the  spring  of  1896,  foreign  vistas 
opened  for  Diamond  Match.  They  set 
out  with  superior  match  technology  to 
capture  national  markets  in  Europe. 
President  O.C.  Barber  was  abroad 
seeking  contracts. 

A  very  rosy  stock  level  was  deemed 
necessary.  So  the  Moores,  who’d  been 
churning  for  insider  benefits,  turned 
about  to  bull  $222  (vs.  market-wis¬ 
dom  worth  of  $170).  In  late  June,  a 
local  financial  sheet  opined: 

It  is  undoubtedly  the  wish  of  the 
insiders  to  hold  quotations 
around  the  present  point  for  a 
time... There  are  strong  hopes 
for  much  higher  prices. ..when 
something  more  definite  devel¬ 
ops  in  regard  to  the  European 
contracts. 

And  at  the  end  of  July: 

Diamond  Match  stock  developed 


great  strength... selling  up  as  high 
as  231  for  the  August  account... 
Monday  the  price  was  carried 
down... Tuesday  it  slid  off  rapidly, 
touching  221...  The  advance  had 
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been  the  result  of  short  cover¬ 
ing... Now  that  the  turn  is  suc¬ 
cessfully  made,  the  situation  is 
ripe  for  another  hull  campaign. 
However,  on  Monday,  August  3,  at 
4  p.m.,  the  Moores  announced  they 
could  not  cover  their  margins  in  Dia¬ 
mond  Match  and  New  York  Biscuit. 
Consternation!  A  meeting  was  set  that 
evening  at  the  Prairie  Avenue  mansion 
of  Philip  Armour.  Chicago’s  financial 
elite  arriving  caused  Charles  T.  Yerkes, 
saturnine  local  transit  manipulator,  to 
remark,  “I’ve  never  seen  so  many 
straw  hats  at  a  funeral.” 

Of  course,  they  shut  down  the 
exchange.  Match  and  Biscuit  had  been 
the  main  show.  Next  lurked  Yerkes  and 
his  transit  stocks  —  incendiary  in  a 
week  exchange.  The  two  Moore  stocks 
were  to  be  deposited  in  a  Chicago  bank 
for  one  year.  Non-negotiable  receipts 
were  issued  (collateral  for  loans  issued). 

Hmmm,  but  was  there  a  bearish 
odor  in  the  air?  The  lenders  and  bro¬ 
kers  thought  so.  There  was  sentiment 
that  the  pool  make  a  monied  ges¬ 


ture...  Armour  and  Pullman  held  half 
of  the  stock.  Investigation  proceeded. 

The  members  of  the  commitee  are 
said  to  have  proof  that  some  members 
of  the  pool  failed  to  keep  faith  and 
that  the  collapse  was  partly  due  to 
short  selling  of  Diamond  Match  by 
one  of  the  most  prominent  and 
wealthiest  members  of  the  pool.  He 
held  a  considerable  block  of  long 
stock,  and  at  the  same  time  he  was 
selling  Diamond  Match  short,  he  had 
put  out  a  line  of  short  stock  in  excess 
of  his  real  holdings. 

He  had  miscalculated  and  over-esti¬ 
mated  the  resources  and  agility  of  the 
Moore  brothers.  But  no  one  sued;  they 
waited  for  the  pool  or  the  Moores  to 
make  good. 

And  finally  in  October,  the  Moores 
came  through  —  verbally.  They  were 
flat  broke,  William  H.  affirmed.  All  he 
had  was  his  residence,  which  was  val¬ 
ued  at  $30,000.  They  owed  them  $4 
million.  They  were  still  great  corpora¬ 
tion  combiners;  he  had  contacts, 
opportunities.  He'd  pay  them  all  —  on 


their  terms.  The  brothers  were  popu¬ 
lar;  William  H.  had  been  described  as 
radiating  “importance,  and  at  the 
same  time  willing  to  laugh  about  it.” 
It  was  “Hobson’s  Choice”  anyway. 

The  Chicago  Exchange  waited  to  be 
sure  that  the  financier’s  devil,  William 
Jennings  Bryan  with  his  silverish  70^ 
dollar,  was  not  elected.  They  opened 
on  November  5,  1896;  Diamond 
Match  at  130  and  ascending. 

The  Moores  successfully  com¬ 
bined  National  Biscuit  Company, 
went  into  steel  products,  and  put 
together  about  250  units  as  the 
American  Tin  Plate  Company.  They 
paid  off  Match  and  Biscuit  debtors 
the  first  year!  Continuing  in  steel, 
they  in  1901  sold  four  companies, 
capitalization  $187  million,  to 
United  States  Steel  Corporation. 

William  H.  Moore  had  fulfilled  his 
dream.  He  was  rubbing  monied 
elbows  with  J.P.  Morgan.  133 

K.C.  Tessemiorf  is  a  Virginia-based 
freelance  writer  with  an  interest  in  the 
history  of  Wall  Street.  He  is  the  author 
of  seven  books. 
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Quotes 

“City  of  the  big  shoulders”  is,  of  course, 
from  Sandburg.  The  first  two  excerpts 
are  from  The  Economist,  June  25 
and  August  1.  “Strawhats”  is  from 
The  Chicago  Stock  Exchange,  page  4 1 . 
The  “absolute  proof”  excerpt  is  from 
The  Chicago  Tribune  of  August  20, 
1896.  The  descriptive  quote  on  William 
H.  Moore  is  from  Out  of  The  Cracker 
Barrel,  page  35.  “Hobson’s  Choice”  is 
from  Webster's  Dictionary. 
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IMMEDIATE  INFORMATION 


Museum  Trustee  Gordon  L.  Macklin,  former  president  of  the  National  Association  of  Securities 
Dealers,  is  widely  credited  as  the  father  of  electronic  stock  trading. 


Nasdaq  Market  Site 


By  Stephanie  Mercurio 

The  newest  addition  to  Times 
Square  —  a  120-foot  tall  sign  that 
wraps  90  feet  around  the  Conde  Nast 
building  —  is  not  just  another  advertis¬ 
ing  gimmick.  The  sign  was  installed  by 
Nasdaq  to  bring  immediate  financial 
news  to  investors  in  real  market  time. 

The  sign  is  the  largest  video  screen 
in  the  world,  taking  up  the  same 
amount  of  space  as  three  basketball 
courts.  But  what  makes  the  Nasdaq 
sign  so  amazing  is  the  amount  of  news 
it  brings  to  investors.  The  sign  features 
a  stock  ticker,  live  broadcasts  from  all 
over  the  world,  data  from  trading 
rooms  and  brokerage  firms,  and 
broadcasts  from  CNN/«,  CNBC,  and 
MSNBC,  among  others.  The  result  is 
up  to  the  minute  coverage  of  the  entire 
financial  world. 

This  barrage  of  information  is  a  far 
cry  from  what  the  first  traders  in  the 
1 8th  century  experienced.  A  handful 
of  speculators  created  and  signed  the 
Buttonwood  Agreement  in  1792,  giv¬ 
ing  the  New  York  Stock  Exchange 
(NYSE)  its  unofficial  start.  Auction¬ 
eers  and  dealers  would  meet  to  buy 
and  sell  shares,  and  trading  was 
restricted  to  members  only.  There  was 
virtually  no  way  to  receive  immediate 
information  unless  the  trader  was  pre¬ 
sent  for  the  sale.  And,  because  trades 
were  not  public  information,  the  bro¬ 
kers  could  manipulate  the  prices  if  it 
was  beneficial  to  them. 

In  1817,  the  NYSE  was  officially 
created,  but  information  was  still 
sparse.  Stock  prices  began  to  appear  in 
newspapers,  but  articles  were  often 
subjective  to  sway  investor  opinion  on 
certain  companies  and  their  stock.  It 
was  not  until  1844  with  the  introduc¬ 
tion  of  the  telegraph  that  investors 
were  able  to  receive  accurate  price 
information.  This  prospect  enticed 


investors  and  brought  even  more  play¬ 
ers  to  the  market.  There  was  still  a  lag 
time  with  the  telegraph,  however, 
because  information  was  not  readily 
attainable  immediately  after  a  trade. 

Stock  tickers  were  introduced  in 


1867,  which  brought  stock  prices  to 
brokerage  firms  shortly  after  a  trade 
was  completed.  This  was  the  first 
method  brokers  had  of  checking  stock 
prices  on  a  regular  basis.  Investors  still 
had  to  rely  on  their  brokers  to  deliver 
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The  tools  of  the  trade  in  the  ipzos:  stock  ticker,  telegraph  and  typewriter. 


Modern  technology  sends  information  globally  at  the  speed  of  light. 
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The  new  Times  Square  Nasdaq  Market  Site. 


information  to  them,  but  they  were 
able  to  obtain  the  information  much 
faster  than  ever  before.  And  with  the 
invention  of  the  telephone  in  1876, 
trades  were  happening  at  a  much 
greater  volume  than  ever  before. 

The  Wall  Street  Journal  helped 
investors  obtain  facts  and  news  with 
the  promise  of  “no  opinions”  when  it 
began  distributing  its  afternoon  edi¬ 
tion  in  1889.  The  staff  at  the  newspa¬ 
per  wanted  to  be  sure  the  financial 
news  it  printed  would  get  to  investors 
that  were  not  just  located  in  down¬ 
town  New  York  City,  so  the  paper  had 
a  wide  distribution. 

The  availability  of  information 
brought  more  mom-and-pop  investors 
to  the  market  in  the  1900s.  Newspa¬ 
pers  and  telephones  brought  informa¬ 
tion  to  the  small  investors,  which 
brought  them  to  the  market.  These 
investors  were  intrigued  and  attracted 
to  the  market,  which  could  earn  them 
huge  returns.  New  technology  in  the 
1930s  brought  information  to  broker¬ 
age  houses  even  faster  than  before. 
Stock  quotes  were  sent  from  the 
exchange  to  Western  Union  offices  in 
New  York,  where  prices  were  punched 
onto  perforated  tape,  which  was  fed 
through  the  telex  machine.  This  was 
sent  out  as  electrical  impulses  that 
became  the  prices  on  tickers  in  bro¬ 
kerage  houses,  providing  brokers  vir¬ 
tually  immediate  information. 

Brokerage  firms  made  information 
more  available  as  more  and  more  small 
investors  came  to  the  market  in  the 
1950s  through  the  1970s.  Although 
the  telephone  remained  the  primary 
instrument  of  trading,  investor  infor¬ 
mation  became  available  in  other 
ways.  Merrill  Lynch  &c  Co.,  for  exam¬ 
ple,  opened  a  booth  in  Grand  Central 
Station  in  the  1970s  where  commuters 
could  stop  and  check  stock  prices  on 
their  way  to  and  from  work.  Brokers 
were  opening  offices  everywhere  to 
attract  investors  to  the  market. 

The  1990s  saw  a  boom  in  financial 
news.  Television  stations  such  as 
CNBC,  CNN fn,  and  Bloomberg  all 


provided  constant  information,  and 
the  birth  of  the  Internet  allowed 
investors  to  check  prices  and  receive 
information  on  an  immediate  basis.  In 
fact,  the  Internet  brought  so  much 
information  to  investors  that  it 
became  possible  for  people  to  trade 
their  own  stocks  on-line,  without  the 
assistance  of  a  Broker. 

The  Information  Age  is  here,  and  it 
has  brought  financial  news  into  the 
forefront.  Small  investors  are  able  to 
look  in  most  newspapers,  on  televi¬ 
sion,  on  the  radio,  on-line,  and  now  in 
Times  Square  for  immediate  informa¬ 
tion  on  any  stock  they  are  interested 


in.  The  time  when  auctioneers  and 
dealers  stood  on  the  street  and  sold  a 
handful  of  stocks  is  long  gone  —  we 
are  now  in  an  era  where  there  is  a  new 
company  going  public  every  day,  and 
investors  have  access  to  information 
on  that  company  as  soon  as  there  is 
discussion  of  stock.  130 

Stephanie  Mercurio  is  a  stocks  writer 
for  CNBC.com. 
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By  Ian  Moncrief-Scott 

Most  visitors  to  the  beautiful 
and  compact  holiday  island  of  Mal¬ 
lorca  know  about  the  sun,  sand  and 
sangria.  Few  would  imagine  a  railway. 
F’ven  fewer  could  expect  two. 

Launched  on  February  24,  1875, 
the  first  29  kilometers  of  track  swiftly 
inspired  expansion.  1877  saw  a  line 
from  central  Palma,  the  island’s  capi¬ 
tal,  snake  through  the  magnificent 
tree-lined  Rambla,  Borne  and  Muelle 
Avenues  to  the  imposing  Mediter¬ 
ranean  port.  Within  six  years,  tracks 
spanned  83.7  kilometers. 

In  the  absence  of  local  regulations, 
founder  Eusebio  Fstada  chose  existing 
English  rolling  stock  with  a  gauge  of 
one  Imperial  Yard  (915  mm).  This  set 
future  standards  for  the  only  network 
of  this  size  in  Spain. 


Under  the  merged  custodianship  of 
La  Compania  de  Los  Ferrocarriles  de 
Mallorca  (The  Mallorca  Railway 
Company),  the  network  blossomed. 
Inca  to  Mancor,  Inca  to  La  Puebla, 
Sta.  Maria  to  Felanitx,  Palma  -  Lluc- 
major  -  Santanyi.  By  1921,  the  Mana- 
cor-Arta  line  and  Palma-  port  tunnel 
finalized  the  281.1  kilometer  system. 

Meanwhile,  on  the  northwest 
coast,  the  citizens  of  Soller  sought  to 
improve  their  tortuous  internal  com¬ 
munications.  For  centuries,  huge 
mountains  had  isolated  the  town,  and 
travel  to  the  South  was  only  possible 
by  foot,  mule  or  boat. 

Soller  had  prospered  because  its 
port  served  the  Mediterranean  and 
distant  Cuba,  Mexico  and  Puerto 
Rico.  Sailing  ships  plied  a  steady  trade 
in  oranges,  other  fruit,  leather  and 
textiles  from  the  fertile  inland  valleys. 


The  project  was  founded  after  an 
exploratory  study  by  engineer  Pedro 
Garau  in  1904.  Despite  early  setbacks, 
steam  trains  ran  on  the  Palma-Soller 
line  by  1912,  and  the  next  year 
marked  the  Siemens-Schukert  electric 
link  to  the  port. 

Fifty  years  unfolded  uneventfully. 
The  loss  of  steam  to  electric  in  1929 
provided  the  sole  event  of  real  note. 
Even  the  Spanish  Civil  and  Second 
World  Wars  had  little  effect. 

Suddenly,  in  the  late  1960s,  indus¬ 
trial  competition  rocked  the  area.  Fac¬ 
tories  closed.  Work  evaporated. 
Goods  traffic  ceased.  Disaster  loomed. 

Crisis  had  hit  the  other  rail  system 
much  earlier.  In  1935,  Alaro-Consell 
was  abandoned.  That  network, 
designed  as  a  tree,  made  some  routes 
longer  by  train  than  road.  Carriages 
and  stagecoaches  were  not  a  threat, 
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but  evolving  modern  road  transport 
was.  Rail  distances  were  a  serious 
inconvenience. 

Fate  dealt  a  generous  hand.  Tourism. 
During  the  1950s  and  60s,  some  almost 
abandoned  routes  began  to  revive.  The 
old  network  ran  to  all  the  villages,  and 
though  none  reached  the  coast,  road 
transport  filled  the  shortfall. 

In  1950,  The  Mallorca  Railway 
Company  sought  state  protection.  On 
July  14,  1951,  Explotacion  de  Ferro- 
carriles  por  Estado  (EFE)  took  con¬ 
trol.  It  initiated  a  plan  to  repair  the 
steam  locomotives  and  replace  several 
motors  of  the  Dion-Bouton  engines. 
Between  1956  and  1959,  Ferrostaal 
engines  serviced  the  Palma-Inca  route. 

Within  eight  years,  nationalization 
was  fully  effected;  Ferrocarrilles  de 
Via  Estrecha  (FEVE)  controlled  all 
narrow  railways  taken  over  by  the 
Government. 

Rationalization  was  ordered.  March 
4,  1964  witnessed  the  disappearance  of 
the  first  line,  Palma-Santanyi.  Port-El 
Borne  was  next.  Sta.  Maria  to  Felanitx 
went  in  1967.  Ten  years  later,  Empalme- 
Manacor-Arta  was  suspended.  Only 
Palma-Inca-La  Puebla  and  the  private 
independent  Soller  Railway  Company 
(Ferrocarriles  de  Soller)  remained. 

From  1981  to  1985,  FEVE  reno¬ 
vated  and  metricated  the  Palma-Inca 
track.  Pegaso  motors  replaced  the 
original  motors  of  the  Ferrostaal 
engines.  Coach  interiors  and  exteriors 
were  refurbished. 

Revival  is  now  almost  complete.  A 
new  mantle,  SFM  (Serveis  Ferroviaris 
de  Mallorca)  announced  comprehen¬ 
sive,  innovative  plans  to  mirror  the 
former  English  commuter  approach: 
Reopen  most  closed  stations.  Create 
new  ones.  Add  extra  parking  space. 
Build  an  airport  link.  Launch  special 
off-peak  “epoch”  tourist  trains.  Har¬ 
monize  trains  and  cars. 

Meanwhile,  The  Soller  Railway 
Company  has  also  not  stood  still. 
With  a  strategic  blend  of  past,  present 
and  future,  it  has  reinvented  itself  as 
tourist  attraction.  Dressed  in  tradi- 
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tional  livery,  this  magnificent  train 
stirs  the  imagination  of  over  one  mil¬ 
lion  passengers  annually,  chugging 
and  rattling  through  arguably  the 
most  spectacular  vistas  in  Kurope.  na 
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The  Panama  Canal  Part  I 

f/7ie  AAfenc/i  cdt/e/it/j/ 


By  Sanford  J.  Mock 

Burdened  with  heavy  armor,  plagued 
hy  fever  and  heat  stroke,  dodging 
Indian  poisoned  arrows,  and  sinking 
over  their  knees  in  mangrove  swamp, 
66  conquistadors  struggled  for  a 
month  across  the  Isthmus  of  Panama. 

It  was  September  26,  1513.  Their 
leader,  Vasco  Nunez  de  Balboa,  urged 
on  his  exhausted  men.  “Soon  we  will 
come  to  the  shore  of  the  fabled  sea, 
where  men  ride  camels  and  even  the 
cooking  pots  are  made  of  gold.” 


At  the  top  of  a  low  hill  they  looked 
down  the  slope  at  a  new  ocean, 
which  Balboa  named  the  Pacific  and 
claimed  for  the  King  of  Spain,  Ferdi¬ 
nand  of  Castile. 

In  his  report  to  the  king  on  the 
expedition,  Balboa  recommended  that 
a  fortified  trail  be  established  from  the 
Atlantic  to  the  new  Pacific.  A  Castil¬ 
ian  engineer  who  was  part  of  the 
group  suggested  they  look  for  a  strait 
connecting  the  two  oceans.  If  none 
were  found,  “...it  might  not  be  impos¬ 
sible  to  make  one.” 


This  bold  concept  lay  dormant  for 
almost  four  centuries.  By  then,  the 
industrial  revolution  with  its  inven¬ 
tion  of  powerful  new  tools  made  the 
construction  of  a  huge  canal  techni¬ 
cally  feasible. 

What  a  boon  it  would  be  to  world 
trade  if  a  waterway  could  be  built  to 
circumvent  the  13,000  mile,  six 
month  journey  from  New  York  to  San 
Francisco  through  the  treacherous 
channels  and  ferocious  storms  of  Cape 
Florn  at  the  tip  of  South  America. 

On  the  morning  of  January  24, 
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1848,  James  W.  Marshall,  a  37-year- 
old  carpenter  and  mechanic  working 
at  John  Sutter’s  sawmill  on  the  Amer¬ 
ican  River,  40  miles  from  present-day 
Sacramento,  startled  his  co-workers 
with  the  words,  “Boys,  1  believe  I  have 
found  a  gold  mine.” 

The  statement  would  transform  the 
sleepy  Mexican  province  of  Alta  Cali¬ 
fornia  into  an  El  Dorado,  a  land  of 
instant  fortune.  In  the  ensuing  decade, 
the  rush  for  the  riches  of  the  gold 
fields  would  lure  hundreds  of  thou¬ 
sands  of  hopeful  adventurers  from  all 
over  the  world.  One  route  was  across 
the  Isthmus  of  Panama,  then  a 
province  of  Columbia. 

Travelers  would  come  by  ship  to 
the  port  city  of  Chagres  on  the 
Caribbean.  Then  by  dugout  canoe  and 
horse  and  muleback,  they  would  tra¬ 
verse  the  40-mile  narrow  neck  of  land 
to  Panama  City  on  the  Pacific.  From 
there,  it  was  a  long  boat  trip  to  San 
Francisco  for  the  hardy  Argonauts,  as 
they  were  called  (after  Jason  and  his 
band  who  sought  the  Colden  Fleece). 


The  demand  for  passage  space  far 
exceeded  the  supply,  and  the  gold 
seekers  might  have  to  wait  for  months 
before  they  could  get  on  a  ship.  These 
events  sparked  speculation  in  some 
capitals  of  the  world  about  the  possi¬ 
bility  of  constructing  a  canal.  The 
acquisition-minded  United  States, 
having  defeated  Mexico  in  the  War  of 
1846-48,  maneuvered  the  military- 
political  situation  so  that  on  Septem¬ 
ber  9,  1850,  California  was  admitted 
to  the  Union. 

Following  the  absorption  of  Cali¬ 
fornia,  Old  Rough  and  Ready,  Gen¬ 
eral  Zachary  Taylor,  hero  of  the  Mex¬ 
ican  War  and  now  president, 
negotiated  a  pact  with  Great  Britain 
which  stipulated  that  any  Central 
American  canal  was  to  be  neutral, 
with  neither  nation  fortifying  nor 
exercising  control  over  it. 

This  understanding  blatantly 
ignored  the  countries  most  likely  to  be 
involved  —  Nicaragua  and  Columbia. 
Imperialism  was  the  order  of  the  day. 

Nothing  happened  for  another 


quarter  century.  Then,  La  Belle  France 
entered  the  scene  in  the  form  of  Lieu¬ 
tenant  Lucien  Napoleon-Bonaparte 
Wyse,  formerly  of  the  French  navy,  and 
a  great-nephew  of  Napoleon.  Already  a 
well-connected  wealthy  man,  Wyse 
came  to  the  Isthmus  of  Panama  in 
1876,  apparently  in  search  of  opportu¬ 
nity.  Perhaps  Wyse  saw  the  potential 
for  a  waterway  across  the  isthmus,  but 
he  couldn’t  have  known  on  arrival  how 
grossly  inhospitable  this  environment 
was  for  digging  a  canal. 

He  had  come  to  a  land  whose  aver¬ 
age  annual  rainfall  was  105  inches, 
where  the  many  rivers  rose  suddenly 
and  severe  flooding  was  frequent. 
There,  beneath  the  lush  and  impene¬ 
trable  jungle,  the  earth  was  a  quag¬ 
mire  of  decomposing  vegetation.  And 
underlying  this  soggy  surface  was 
hard  volcanic  rock. 

Wyse  certainly  didn’t  know  about 
the  most  deadly  threat  of  all  —  killer 
mosquitos.  For  300  years,  this  south¬ 
west  corner  of  the  Caribbean  had  been 
known  as  the  fever  coast.  British, 
French  and  Spanish  seamen  had  died 
there  by  the  tens  of  thousands. 

A  visitor  to  Colon  in  the  1860s 
wrote,  “When  the  trade  wind  dies  and 
the  sultry  air  of  the  isthmus  ceases  to 
move,  a  white  mist  will  rise  out  of  the 
ocean  and  hover  like  a  fog  over  land 
and  sea.  This  is  the  precursor  of  fever, 
and  those  who  know  the  isthmus  stay 
within  doors,  for  the  mist  carries  with 
it  the  poison  of  putrefaction,  and 
wherever  it  encloses  its  victim  death 
will  follow.” 

Poetic  —  but  misguided.  No  one 
suspected  that  the  fevers  were  caused 
by  the  bite  of  two  species  of  mosquito 
—  Stegomyiae  for  yellow  fever  and 
female  Anopheles  for  malaria.  It  was 
sadly  inevitable  that  when  the  French 
came  to  build  their  canal,  they  too 
would  die  by  the  thousands. 

Ignorant  of  the  locale  but  very 
determined,  Lieutenant  Wyse  pursued 
the  waterway  dream.  He  developed  a 
detailed  plan  for  such  a  project.  Skill¬ 
fully  using  his  political  connections 
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and  wealth,  in  1878  Wyse  obtained 
from  the  Columbian  government  and 
the  Panama  Railroad  permission  to 
build  a  canal  along  the  railroad  line. 

The  radroad  was  an  American 
company  whose  inspiration  began 
with  the  gold  rush  and  the  need  for 
faster  and  safer  transportation  across 
the  isthmus.  This  was  one  of  the  short¬ 
est  important  roads  ever  built,  only  47 
miles  long,  but  the  first  truly  transcon¬ 
tinental  rail  line.  Construction  took 
four  years,  eight  months  and  was 
completed  in  1855  at  a  cost  of  $8  mil¬ 
lion.  The  labor  force  was  mostly 
imported  Chinese,  and  it  was  said  that 
a  man  died  for  every  tie  laid.  Without 
the  Panama  Railroad,  building  a  canal 
would  have  been  virtually  impossible. 

With  the  Columbian  government’s 
sanction  in  his  hands,  Wyse  knew 
exactly  where  to  go  with  it.  He  sailed 
for  France  to  present  his  proposal  to 
Le  Societe  de  Paris. 

The  president  of  the  society  in  1878 
was  an  old  acquaintance,  none  other 
than  Ferdinand  de  Lesseps,  hero  of  the 
Suez  Canal.  As  the  promoter  and 
builder  of  Suez,  having  overcome 
seemingly  insurmountable  obstacles, 
the  74-year-old  de  Lesseps  was  the 
most  celebrated  man  in  Europe, 
known  to  all  as  Le  Grand  Francais, 
the  great  Frenchman. 

As  soon  as  de  Lesseps  read  Wyse’s 
report,  he  foresaw  another  triumph 
for  the  glory  of  France  —  and  himself. 
He  convened  a  special  assembly  in 
Paris  in  1879.  From  22  nations,  130 
delegates  met  to  discuss  the  feasibility 
of  a  canal.  They  considered  alternate 
routes,  including  Nicaragua,  and  they 
deliberated  Wyse’s  proposal  to  build 
the  canal  at  sea  level. 

Trained  engineers  in  the  group 
dubbed  the  sea  level  approach  imprac¬ 
tical.  Adolph  Godin  de  Lepinay,  a  first 
class  engineer  and  one  of  the  few 
attendees  who  knew  the  isthmus,  pro¬ 
posed  damming  the  major  rivers  and 
creating  a  vast  inland  lake,  with  the 
water  level  at  80  feet  above  the  sea 
and  locks  at  either  end. 
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I  his  method  would  avoid  excavation 
in  the  flood-prone  river  valleys  and 
make  halt  the  length  of  the  canal  a 
lake.  But  the  assembly  rejected 
this  proposal  because  de  Lesseps  was 
against  any  use  of  locks.  Though  not 
an  engineer  himself,  Le  Grand  Fran- 
cais  had  often  overruled  his  technical 
experts  on  the  Suez  project  and 
had  been  proven  right.  So  his 
overconfidence  in  the  magic  of  his 
intuition  prevailed. 

“It  has  been  suggested  by  my 
friends,”  he  told  the  delegates,  “that 
after  Suez  I  ought  to  take  a  rest.  But  I 
ask  you:  when  a  General  has  just  won 
a  battle  and  is  invited  to  win  another, 
why  should  he  refuse?” 

Then  he  announced,  “...I  am  willing 
to  accept  leadership  of  this  great  enter¬ 
prise.”  The  delegates  cheered  long  and 
loudly.  Lucien  Napoleon-Bonaparte 
Wyse’s  participation  in  “this  great 
enterprise”  gradually  declined,  for,  as 
time  passed  the  errors  in  his  original 
survey  became  apparent,  and  his  repu¬ 
tation  suffered  an  eclipse. 

Funding  for  the  canal  was  to  be  pri¬ 
vate,  not  governmental,  so  de  Lesseps’ 
first  priority  was  to  raise  money.  This 
before  he  even  visited  Central  America 
or  studied  a  page  of  the  detailed  sur¬ 
vey  of  the  proposed  route. 

On  August  6  and  7  of  1879,  de 
Lesseps  offered  shares  in  his  “Com- 
pagnie  Universelle  du  Canal  Intero- 
ceanique”  to  the  world  public.  The 
planned  capital  to  be  raised  was  400 
million  francs.  To  his  surprise  and  dis¬ 
appointment,  the  public  response  was 
frigid.  Only  30  million  francs  were 
subscribed. 

A  lesser  man  than  de  Lesseps 
might  have  abandoned  the  project 
then  and  there.  Instead,  he  launched 
a  giant  public  relations  campaign. 
With  this  effort,  he  started  a  practice 
which  in  the  long  run  would  prove 
costly  and  damaging.  He  paid  for 
favorable  publicity.  From  then  for¬ 
ward,  checks  were  handed  to 
“friends”  of  the  project,  namely 
reporters  and  politicians. 


An  inspirational  speaker,  de 
Lesseps  went  on  a  whirlwind  lecture 
tour.  He  preached  his  vision  of  “an 
even  grander  Suez,  an  oceanic 
Bosphorus  whose  waters  will  unite  the 
nations  of  the  world.” 

He  started  the  Bulletin  du  Canal 
Interoceanique,  a  house  organ  that 
disseminated  the  glories  of  the  canal 
to  come.  This  magazine  had  a  10-year 
life,  regularly  emphasizing  the  accom¬ 
plishments  and  omitting  the  failures  as 
the  project  proceeded.  Eventually,  it 
fell  into  disrepute  and  became  known 
as  “Le  Moniteur  des  Chimeres,”  the 
observer  of  fantasies. 

In  January  of  1880,  the  dry  season, 
de  Lesseps  went  to  Colon  on  the 
Atlantic  side,  accompanied  by  his 
beautiful  young  wife  and  three  of  their 
six  children,  as  well  as  a  cadre  of  jour¬ 
nalists  and  engineers. 

This  visit  ignited  a  state  of  frenetic 
activity  —  banquets,  dances,  cere¬ 
monies,  concerts,  bull  fights,  and 
other  assorted  revels.  The  govern¬ 
ments  of  Columbia,  and  locally 
Panama,  were  ecstatic,  for  they  saw  in 
the  proposed  canal  a  boost  for  their 
future  prosperity  and  importance  in 
the  eyes  of  the  world. 

The  high  life  went  on  for  six  weeks, 
leaving  de  Lesseps’  staff  exhausted. 
But  the  75-year-old  chief  was  indefati¬ 
gable.  In  the  words  of  a  local  reporter, 
“He  worked  all  day,  danced  all  night, 
and  infused  a  new  vigor  and  anima¬ 
tion  into  the  life  of  the  isthmus.” 

There  was  some  skepticism,  how¬ 
ever.  The  New  York  World  took  a 
Francophobic  view.  “They  looked 
more  like  a  picnic  party  than  a  scien¬ 
tific  committee... The  writer  was  with 
them  for  12  days  and  he  can  safely  say 
that  there  was  not  a  stroke  of  earnest 
work  done.” 

The  de  Lesseps  selling  juggernaut 
took  off  on  a  six  month  promotional 
tour  in  the  spring  and  summer  of 
1880  to  New  York,  Boston,  Chicago 
and  San  Francisco,  as  well  as  Lon¬ 
don,  Paris,  Brussels,  Amsterdam, 
Barcelona  and  Madrid.  Wherever  he 


went,  de  Lesseps  won  new  friends 
and  converted  skeptics. 

The  New  York  Herald,  intoxicated 
with  its  own  words,  gushed,  “With 
the  eagle  glance  of  genius  he  stands 
upon  the  summit  where  dawn  casts  its 
earliest  light,  and  sees,  in  advance  of 
the  sleepers  in  the  valleys  below,  the 
illumination  which  the  climbing  sun 
will  shed  upon  them  also.”  Perhaps 
this  was  a  case  of  purchased  publicity. 

The  world  tour  was  an  overwhelm¬ 
ing  personal  triumph  for  de  Lesseps. 
When  he  returned  to  France  in  the  fall, 
the  maestro  knew  the  moment  was 
right  for  another  stock  issue. 

This  time  around,  the  public  enthu¬ 
siastically  climbed  on  board  and  over¬ 
subscribed  the  offering  to  the  tune  of 
600  million  francs. 

The  stock  certificate  shown  here  for 
500  francs  was  part  of  this  issue.  It 
depicts  allegorical  females  representing 
North  America  and  South  America 
symbolically  extending  arms  across  the 
isthmus.  The  Compagnie  Universelle 
du  Canal  Interoceanique  was  incorpo¬ 
rated  with  Ferdinand  de  Lesseps  as 
president,  and  a  sub-committee  of 
technical  advisors.  His  eldest  son 
Charles  was  named  chairman.  Salaries 
of  all  employees  were  very  low.  OD 

Sanford  J.  Mock  is  a  Senior  Vice  Pres¬ 
ident  at  PaineWehber  and  a  collector 
of  financial  documents. 

References 

Cameron,  Ian.  The  Impossible  Dream: 
The  Building  of  the  Panama  Canal. 

Knapp,  Herbert  and  Mary.  Red,  White 
and  Blue  Paradise. 

“Panama  Canal,”  a  film  produced  by  Jaffe 
Productions  and  Hearst  Entertainment 
Television.  Written  by  Andy  Thomas. 
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This  article  is  the  first  in  a  series  on  the 
development  and  financing  of  the 
Panama  Canal.  Look  for  Part  II  in  the 
Fall  2000  issue  of  Financial  History. 
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The  White  Sharks 
of  Wall  Street 

Diana  B.  Henriques,  Scribner,  1999, 

5  27.50 

Review  by  Ellen  Jovin 

In  the  late  fifties,  corporate 
raider  Thomas  Mellon  Evans  was  a 
well-known  business  figure  —  “so 
familiar  that  business  writers  could 
use  the  name  unexplained,  just  as  the 
names  of  investment  wizard  Warren 
Buffett  and  entrepreneur  Donald 
Trump  would  be  used  decades  later.” 

So  writes  Diana  B.  Henriques  in  The 
White  Sharks  of  Wall  Street:  Thomas 
Mellon  Evans  and  the  Original  Corpo¬ 
rate  Raiders,  an  ambitious  book  in 
which  she  restores  to  familiarity  a  now 
largely  unfamiliar  name.  Starting  in  the 
post- World  War  II  era,  Evans  earned 
fame  and  infamy  alike  as  a  perpetual 
seeker  of  undervalued  stocks,  a  major 
player  in  numerous  mergers  and  proxy 
fights,  and  “one  of  the  earliest  promot¬ 
ers  of  the  Mean  and  mean’  business 
model,”  writes  Henriques. 

The  thrice-married  Evans,  a  distant 
connection  of  the  Mellon  clan,  was  a 
complex  man.  A  refined  connoisseur 
of  art  and  antiques,  he  also  possessed 
an  aggressively  off-putting  boardroom 
manner.  Oddly,  Thomas  Evans  is  not 
even  the  name  with  which  he  began 
his  life.  Instead,  he  was  born  in  1910 
Pittsburgh  as  James,  son  of  Thomas 
and  Martha  Evans.  When  his  father 
died  on  an  operating  table  in  1913, 
the  grieving  widow  made  an  unortho¬ 
dox  decision:  she  changed  her  son’s 
name  to  Thomas  Mellon  Evans  in 
honor  of  her  dead  husband. 

Henriques,  a  New  York  Times 
reporter,  follows  Evans’  life  from  this 
early  sorrow  through  his  death  in  1997. 
He  is  one  of  a  number  of  businessmen 
explored  here  against  a  broader  context 
of  hostile  takeovers,  friendly  mergers 
and  the  general  spirit  of  acquisitiveness 


THE  WHITC  SHARKS  OP 

WALL  STREET 


Thomas  Mellon  Evans 
and  the 

Original  Corporate  Raiders 


Diana  B.  Henriques 


Author  or 


WORLD 


that  waxed  and  waned  over  the  second 
half  of  the  past  century. 

While  Evans  called  himself  a  “corpo¬ 
rate  rejuvenator,”  many  others,  both 
inside  and  outside  the  business  world, 
described  him  in  far  less  friendly  terms. 
Tom  “Net  Quick”  Evans,  as  he  came  to 
be  known,  achieved  business  success 
early.  At  only  28,  he  became  president  of 
H.  K.  Porter,  a  specialized  steam  engine 
manufacturer  in  Pittsburgh.  Later,  he 
founded  his  own  Manhattan-based  bro¬ 
kerage  firm,  and  after  his  1958  takeover 
of  the  Chicago-based  valve  manufac¬ 
turer  Crane  Company,  became  its  chair¬ 
man  and  chief  executive. 

By  taking  over  a  host  of  wide-rang¬ 
ing  companies,  Evans  built  H.  K. 
Porter  into  a  highly  diversified  con¬ 
glomerate.  Between  1948  and  1954,  it 
was  the  fifth  most  acquisitive  company 
in  the  country,  making  13  acquisitions 
despite  having  a  relatively  modest 
$50.6  million  in  assets.  Once  a  new 
company  became  part  of  his  corporate 
empire,  Evans  cut  here  and  snipped 
there  as  he  saw  necessary,  with  share¬ 
holder  value  as  his  only  guide. 

During  this  time,  Evans  was  not 
alone  in  his  company-acquiring  activi¬ 
ties.  Louis  Wolfson,  Robert  Young  and 


Leopold  Silverstein  were  other  well 
known  “boardroom  pirates”  of  the  era. 
Their  business  activities  had  an  impact 
far  beyond  the  corporate  boardroom, 
however.  Among  other  things,  they 
inspired  regulatory  and  public  alarm 
over  consequences  ranging  from  the 
threat  of  monopolies  to  damaged  work¬ 
place  morale  to  a  loss  of  local  business. 

Much  of  that  alarm  attached  itself 
to  Evans  especially,  but  not  exclusively, 
among  board  members  at  underper¬ 
forming  companies.  During  Evans’ 
proxy  fight  to  acquire  Pittsburgh- 
based  Westinghouse  Air  Brake  on 
behalf  of  Crane,  Henriques  recounts,  a 
diminutive  old  woman  approached 
him  after  a  shareholder  meeting.  “I 
don’t  like  you,”  she  told  him.  “I  don’t 
like  anything  about  you.  I  am  very 
much  against  you.”  Evans’  reply:  a 
gentle  but  enigmatic  “thank  you.” 

Henriques  is  a  skilled  wordsmith 
whose  prose  is  reminiscent  of  Evans’ 
corporate  style:  lean,  mean  and  effec¬ 
tive.  But  the  book  hovers  undecidedly 
between  biography  and  a  history  of 
the  deal.  After  the  beginning  chapters, 
the  human  element  recedes  and  the 
reader  is  regaled  with  one  story  after 
another  about  various  raiders  and 
their  deals  over  decades.  While  inter¬ 
esting,  the  sheer  volume  of  proper 
nouns  and  other  data  sometimes 
leaves  the  players  two-dimensional 
and  events  underdeveloped. 

Still,  it  is  a  carefully  researched 
account  that  offers  some  useful  insights 
into  a  man  ahead  of  his  time.  Towards 
the  end  of  Evans’  life,  Henriques  notes, 
the  principles  for  which  he  had  often 
been  condemned  were  standard  busi¬ 
ness  policy.  “What  Tom  Evans  called 
‘corporate  rejuvenation’  had  been 
rechristened  ‘corporate  restructuring,' 
and  had  become  routine,”  she  writes. 
Thus,  Evans'  philosophy  and  approach 
have  been  at  least  partly  redeemed  by 
the  test  of  time  and  the  gentler  pidg- 
ment  of  the  late  20th  centurv.  im 
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Events  Calendar 


SUMMER/FALL  2000 


J  U  LY 

World  of  Finance  Walking  Tour  of  the  Financial  District. 
Participants  gather  at  the  Museum  at  10  am.  $15  per 
person;  $10  students/seniors;  no  reservations  necessary 
for  groups  of  six  or  fewer.  This  tour  runs  every  Friday. 
(212)  908-4110. 

AUGUST 

World  of  Finance  Walking  Tour  of  the  Financial  District. 
See  above. 

Money  2000  Fair,  Vienna,  Austria.  (+431)  715  27  73. 

SEPTEMBER 

World  of  Finance  Walking  Tour  of  the  Financial  District. 
See  above. 

R.  M.  Smythe  &  Company’s  5th  Annual  Strasburg  Paper 
Money  Collectors  Show  &  Auction,  Strasburg,  PA. 

(800)  622-1880. 

FHW  Auction  &  Bourse,  Frankfurt,  Germany. 

(+49)  5331  9755-0. 

OCTOBER 

World  of  Finance  Walking  Tour  of  Financial  District. 

See  above. 

Phillips  Auction,  London,  England. 

(+44)  20  7629  6602. 

Spink’s  Auction,  London,  England. 

(+44)  20  7930  7888. 

Remy  Bourne  Public  Auction  &  Mail  Bid  featuring 
the  Numismatic  Library  of  A.M.  Smith  (1841-1915), 
Minneapolis,  MN.  (800)  789-7005. 

IBNS  Paper  Money  Fair,  London,  England. 

(+44)  1784  453027. 

St.  Louis  National  &  World  Paper  Show  &  Auction, 

St.  Louis,  MO. 


If  you  know  of  an  auction  or  event  of  interest  to  historians  and  others  interested 
in  finance,  please  write  to  Kristin  Richard  at  Financial  History,  do  Museum  of 
American  Financial  History,  26  Broadway,  New  York,  NY  10004-1763,  or  e-mail: 
knchard@financialhistory.org. 


Free  Markets  Free  Press 

(continued  from  page  n) 

news  into  today’s  stock  prices — even  if 
the  news  occurred  on  Market  Street  in 
San  Francisco,  or  Threadneedle  Street 
in  London.  Thomas  A.  Edison’s 
improvements  to  the  stock  ticker  in 
1870  turned  the  latest  stock  prices 
into  a  universal  form  of  communica¬ 
tion,  as  tickers  clacked  and  rattled  in 
brokerage  offices  around  the  land. 

As  the  moving  prices  of  individual 
stocks  were  now  supplied  automati¬ 
cally  by  machine,  financial  journalists 
began  to  realize  that  they  needed  to  go 
beyond  raw  news  to  supply  analysis. 
Sometimes  bitterly  partisan,  occasion¬ 
ally  even  “bought  and  paid  for”  with 
bribes — but  often  with  rigorous  fac¬ 
tual  and  ethical  standards — new 
financial  publications  sprang  up  in  all 
the  nation’s  major  cities. 

The  Wall  Street  Journal,  founded  in 
1  889,  is  the  best-known  survivor  of  this 
era.  But  as  the  Internet  transforms  jour¬ 
nalism  as  pervasively  as  the  telegraph 
did,  financial  journalism  must  redefine 
itself  for  the  future.  As  every  investor 
with  a  computer  can  inundate  himself 
with  data  at  the  click  of  a  mouse,  the 
new  challenge  for  the  financial  press  is 
not  just  to  provide  the  greatest  amount 
of  news  in  the  least  amount  of  time — 
but  also  to  help  the  public  clear  away  all 
the  clutter  and  burrow  down  to  the  wis¬ 
dom  that  lies  buried  under  the  latest 
mountains  of  information.  It’s  a  chal¬ 
lenge  that  we  in  the  financial  press  are 
just  beginning  to  grapple  with — but  I 
believe  it  will  be  the  next  great  change 
in  how  we  serve  the  public.  03 

Jason  Zweig  is  a  senior  writer  at 
Money  magazine  and  a  Trustee  and 
Editorial  Board  member  at  the 
Museum.  He  is  also  a  contributing 
writer  for  “Free  Markets,  Free  Press,” 
an  exhibition  on  financial  journalism 
on  display  in  the  Museum  gallery 
through  Fall  2000. 
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Financial 

HISTORY 


The  Official  Membership  Magazine 
of  the 

Museum  of  American  Financial  History 

To  become  a  Museum  member 
and  receive  Financial  History  regularly, 
please  call  the  Museum  toll-free  at 
(877)  98  FINANCE 


Ml  SKI  M 

of 


AMERICAN 
FINANCIAL 
HIST(  >HV 

The  Museum  of  American  Financial  History 
houses  the  largest  public  collection  of  documents, 
stock  and  bond  certificates,  engravings, 
and  other  historically  significant  artifacts 
dedicated  to  the  origins  and  history 
of  the  American  capital  markets. 

The  Museum  is  located  at 
28  Broadway,  New  York  City. 

Hours:  10:00  a.m.  until  4:00  p.m. 
Tuesday-Saturday.  Donation  $2.00. 

For  further  information, 

please  contact  the  Museum  at  212-908-4110. 

www.financialhistory.org 


CORRESPONDENTS 

WANTED 

Financial  History  is  seeking  knowledgeable 
collectors  to  write  reports  of  shows, 
auctions,  and  current  scripophily  trends 
around  the  country  and  abroad. 

Articles  will  be  published  quarterly  in 
Financial  History.  Professional  writing  experience 
is  less  important  than  knowledge  of  collecting. 
Dealers  and/or  hobbyists  are  invited. 

Write  or  telephone  Kristin  Richard, 
Museum  of  American  Financial  History, 

26  Broadway,  New  York,  NY  10004-1763. 
E-mail:  krichard@financialhistory.org 
Telephone:  (212)  908-4695 
Toll-free:  (877)  98  FINANCE 


Take  advantage  of  your  Museum  membership  at  our 
newly  renovated  Museum  Shop.  Members  receive 
discounts  on  all  purchases  at  28  Broadway,  or  online  at 
www.financialhistory.org.  Featured  in  Travel  <£  Leisure, 
the  Shop  offers  a  wide  variety  of  financial  prints, 
books,  clothing,  jewelry,  and  souvenirs. 
Corporate  gifts  are  also  available. 


For  more  information,  or  to  place  an  order,  call 
Museum  Shop  Manager  Ariel  Joseph  at  212-908-4613 
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Announcing  Part  III  of  the  Auction  of  the 

Alexandra  Tillson  Filer 
Mining  Stock  Certificate  Collection 

October  2000 


Michigan,  Idaho,  Dakota,  Alaska  and  the  Eastern  &  Southern  States 

Also  Featuring  the 

William  D.  Miles  Nevada  Collection 

One  of  the  top  five  Nevada  collections,  consisting  of  approximately  300  pre-1900  Nevada  certificates. 

Please  contact  us  for  more  information. 

Fred  Holabird  Americana 

We  are  always  interested  in  buying  collections  of  Western  material. 

3555  Airway  Dr.,  #308,  Reno,  NV  89511  Tel:  775.852.8822  Pax:  775.852.8866  Email:  fred@holabird.org  www.holabird.org 
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WHO  AND  WHERE 


AMERICAN  VIGNETTES  Tel.  (908)  2414209 

Bob  Kluge,  P.O.  Bo*  155,  Roselle  Park,  NJ  07204-0155  Fa*  (908)  241-4209 

Advise  us  of  your  interests  Buy  too,  especially  pre-1910  mining 

•  •••••  •  •• 

CENTENNIAL  DOCUMENTS  Tel  (908)  730-6009 

P.O.  Bo*  5262,  Clinton,  NJ  08809  Fa*  (908)  730-9566 

Kostenloser  Katalog  auf  deutsch 

• 

• 

• 

• 

• 

• 

• 

• 

• 

LAWRENCE  FALATER  Tel.  (517)  437-8977  Fax  (517)  437-8978 

P.O.  Box  81,  Allen,  Ml  49227  Toll  Free:  1(888)  FALATER 

Price  lists:  Autos,  Autographs,  Aviation,  Banks,  Beverages/Breweries,  Business,  etc.  Please  advise. 

FROST  &  ROBINSON  COLLECTIBLES  Tel  (215)  357-6820  Fax  (215)  357-4847 

P.O.  Box  814,  Richboro,  PA  18954  fandr@voicenet.com 

Send  for  specific  category  want  lists,  send  SESE. 

•  •  •  • 

FRED  HOLABIRD  AMERICANA  Tel  (775)  852-8822  Fax  (775)  852-8866 

3555  Airway  Drive,  #308,  Reno,  NV  89511  www.holabird.org;  fred@holabird.org 

We  specialize  in  Mining  History  in  America 

CLINTON  HOLLINS 

P.O.  Box  1 12-M,  Springfield,  VA  22150  FREE  Price  Lists. 

Special  Offer:  100  different  stocks,  bonds  $31.  20  page  list  every  month 

INVESTMENT  RESEARCH  INSTITUTE®  Tel.  (925)  686-9067 

Fred  Fuld  III,  3043  Clayton  Road,  Concord,  CA  94519  Fax  (925)  686-9486 

Free  price  list  www.antiquestocks.com;  fredfuld3@aol.com 

•  •••  •••  ••  ••  •  • 

M  GEORGE  H  LABARRE  GALLERIES,  INC  Tel.  (603)  882-2411  (800)  717-9529 

|S  P.O.  Box  746,  Hollis,  NH  03049  Fax.  (603)  882-4797 

5  We  want  to  buy.  Subscription:  6  monthly-issued  video  catalogs,  $50.  Postpaid 

I/) 

S  GYPSYFOOT  ENTERPRISES,  INC.  Tel.  (406)  449-8076 

5  P.O.  Box  5833,  Helena,  MT  59604  Fax  (406)  443-8514 

=  $6  for  large  quarterly  mail  bid  catalog 

•  •  •  •  •  • 

KEN  PRAG,  PAPER  AMERICANA  Tel.  (415)  586-9386 

P.O  Box  14817,  San  Francisco,  CA  94114 

Buying,  especially  western  United  States 

•  •  •  •  •  40 

RAILS  REMEMBERED  Tel.  (626)  572-0419 

Robert  0.  Greenawalt,  P.O.  Box  464,  Rosemead,  CA  91770  av261@lafn.org 

Railroads  &  Mining 

• 

• 

• 

• 

• 

R.M  SMYTHE  &  CO..  INC.  Tel.  (212)  943-1880  (800)  622-1880 

26  Broadway,  New  York,  NY  10004  Fax  (212)  908-4047 

Rare  and  unusual  certificates,  autographs:  ask  for  Diana  Herzog 

DAVID  STREBE  Tel.  (301)  262-8159 

P.O.  Box  793,  Seabrook,  MD  20703  Fax  (301)  805-4526 

Send  want  lists.  Fast  courteous  service. 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

STOCK  SEARCH  INTERNATIONAL  Tel  (800)  537-4523  Fax  (520)  579-5639 

4761  West  Waterbuck  Drive,  Tucson,  A2  85742  ssi@stocksearchintl.com 

Illustrated  catalogs,  price  lists,  mail  bid  auctions,  collector's  club  bonus  &  newsletter.  Framing 

•  ••••  •••40 

TREASURE  TROVE  LTD.  —JERRY  NEUMAN 

P.O.  box  33,Ellicott  City,  MD  21042 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

SCOn  J.  WINSLOW  ASSOC.,  INC.  Tel.  (603)  472-7040  (800)  225-6233 

Scott  Winslow,  P.O.  Box  10240,  Bedford,  NH  03110-0240  Fax  (603)  641-5583 

Fine  quality  autographed  stocks  and  bonds  scottwmslow.com;  scott@scottwinslow  com 

BENECKE  UND  REHSE  WERTPAPIERANTIQUARIAT  GMBH 

Salzbergstrasse  2,  D-38302  Wolfenbuttel  Fax  49-5331-975555 

Frankfurt  Auctions  &  Company  quoted  at  the  German  Stock  Exchange 

|  RAAB  VERLAG  GMBH  Tel  01149  60  51-82  08  13 

S  Fax  01149  60  51-82  08  22  Specialist  Auto/Sports/Firefighter/Military 

£  Price  Guide  Publisher — 6  auctions  per  year  P.O  Box  1432,  D-63554  Gelnhausen 

a 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

REINHILO  TSCHOEPE  Tel.  02131-602756/604814 

Bruchweg  8  0-41564  Kaarst  Fax  02131-66794 

Quality  &  Quantity  items  bought  &  sold.  Free  price  lists 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

HERZOG  HOLLENDER  PHILLIPS  &  CO.  Tel  0171-495  0580,  Fax  0171-495  0565 

g  P.O.Box  14376,  London  NW6  12D,  England  hollender@dial.pipex.com 

Keith  Hollender  Author  of  "Scripophily" 

CENTRUM  VOOR  SCRIPTOPHILE  Tel  +-*-32-9-386-90-91 

Buying  and  selling  worlwide  Inventory  of  more  than  25,000  different  pieces  List  on  demmand.by  country 

n:  NUMISTORIA  Fax  (1)49-27-92-18,  Tel  (1)49-27-92-71 

x  Guy  Cifrd,  B  P  6136, 76  rue  de  Richelieu,  75061  Paris,  France  gcifre@numistoria  com 

S  Buying  French  only  pre-1910  www  numistoria.com 

MAURO  MAGNANI  Tel  +390  41  431989,  Fax  +390  41  5702091 

Via  Pestrino,  6-1-30035  Mirano  (VE),  Italy  finance.area@tiscalinet.it 

Continuous  online  auctions  Buying  and  selling  worldwide 

• 

soon 

soon 

• 

soon 

soon 

• 

soon 

soon 

• 

soon 

• 

• 

soon 

• 

• 

soon 
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AMERICAN  FINANCIAL  HISTORY 


STOCKS,  BONDS  AND  FINANCIAL  DOCUMENTS 
HIGHLIGHTING  THE  HISTORY 
OF  GOVERNMENT  FINANCE, 

WALL  STREET  AND  AMERICAN  ENTERPRISE. 

WE  ARE  ONE  OF  AMERICA  S  LEADING  DEALERS 
SPECIALIZING  IN  BETTER  QUALITY 
FINANCIAL  INSTRUMENTS, 

LETTERS,  DOCUMENTS  AND  AUTOGRAPHS 
RELATED  TO  AMERICA'S  FINANCIAL  HISTORY. 


FOR  A  COPY  OF  OUR  NEXT  CA  TALOG 
PLEASE  CALL  US  TOLL  FREE  IN  USA  (800)  225-6233 


Scott  J.  Winslow  Associates 
Post  Office  Box  10240 
Bedford,  New  Hampshire  03110 
(800)225-6233  (603)  641-8292  Fax  (603)  641-5583 


Ken  Prag 
Paper  Americana 

Stocks  &  Bonds  •  Post  Cards 
Passes  •  Timetables  •  Etc. 

Catalog  plus  3  beautiful  stocks  $8.95 
Also  buy! 

Ken  Prag,  Box  14817, 

San  Francisco,  CA  941 14 
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Don’t  Miss  Out  on  the  Excitement 
Bid  or  Consign  in  2000! 
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September  14-17,  2000 
Strasburg  Paper  Money 
Show  &  Auction,  Strasburg,  PA 

October  25-29,  2000 
National  &  World 
Paper  Money  Convention, 

Sf.  Louis,  MO 

November  16,  2000 
Autographs,  New  York,  NY 

November  17,  2000 
Coins,  New  York,  NY 

January  18-21,  2001 
Strasburg  Stock  and  Bond 
Show  &  Auction, 

Strasburg,  PA 
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R.M.  Smythe,  established  1880,  buys,  sells,  and  auctions  collectible  Antique  Stocks  and  Bonds, 
Banknotes,  Autographs,  Historic  Americana,  Photographs,  and  Coins.  To  consign  your  collection  to 
our  next  auction,  please  call  Stephen  Goldsmith  or  Diana  Herzog  at  800-622-1880  or  212-943-1880. 

To  be  assured  of  receiving  our  fully-illustrated  thoroughly-researched  auction  catalogues  or  to 
check  on  the  status  of  your  subscription,  call  Marie  Alberti  at  800-622-1880  or  212-943-1880  today! 


New  Web  Site 


Visit  Our  Catalogues  and  Show  &  Auction  Schedule  Online 

smytheonline.com 


Stock  &  Bond  Price  List  Available  -  FREE  when  you  call  800-622-1880 

member 


SOCIETY  OP 
PAPER  MONEY 
1  COLLECTORS 
'  INC. 


26  Broadway,  Suite  271,  New  York,  NY  10004-1701  •  e-mail:  info@rm-smythe.com 

800-622-1880  •  NYS:  212-943-1880  •  Fax:  212-908-4047  •  www.smytheonline.com 

We  Buy,  Sell,  and  Auction  the  Very  Best  in  Financial  Historn 


R.M.  Smythe  2000 
Calendar  of  Events 
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From  the  Collection  of  the 
Museum  of  American  Financial  History 

Stock  prices  had  been  falling  a  week  before  the  “Great  Crash”  of  October  29,  1929, 
when  this  news  headline  heralded  a  market  recovery  four  days  earlier. 


c Afew  York  Daily 

Investment  News 


Vol.  1.  No.  137 


NEW  YORK.  FRIDAY,  OC  TOBER  25.  1920 


TEN  CENTS 


12,894,650 Day  Smashes  Old  Peak  by  4  Million 


Stock  Houses  Survive  Worst  Day  in  History 


Bankers  Cheerful 
After  Conference 


Umofti,  Big  Four '  Spoke*- 

ma,  See*  an  Cause  for 
Alarm — Trade  Souad. 

The  leading  Wankers  nee 
n<>  cau.se  for  alarm  in  the 
present  situation. 

„  ™'  • :  *  ,ArBi<t  1*jt 
S'  T  101  IT:  Araer  p* 

'.u >i  V  1 SJ .  K)  > ,  Bata 

—  Belgium  y 


While  Panic  Raged  in  Street 


HH  lAVee  m 

hank*  in  the  wintry 

Mr.  Ixmaut  «cUn)  m  the  spokes  - 
m»n  (nr  IK#  bankers  and  joAnled 
>»1  that  In  Ihe  ace  of  the  »UI.- 
•nen  break  neither  he  nor  hi*  ax- 
wi»l«  had  heard  of  any  broker¬ 
age  house  In  trouble  lie  even 
farther  and  said  the  bankers  had 
been  in  tnncti  with  the  rwutlm 
d  the  New  Vwk  Slock  Exchange 
who  aaurrd  them  they  knew  of  no 
member*  ol  the  Stork  Exchange 
in  fi  nan  rial  dlfir  uKies 
•mil  FOUR  AT  MEETING 

Be&ides  Mr.  Lammit  the  bankers  | 
attending  both  conference  were  j 
(lurries  F  Mitchell.  chairman  of  WHILE  ITfE  <  RASH  IN  STOCKS  wa*  at  It*  worst  yesterday,  thousands  thronged  Wall  Street.  During 
the*  National  City  Bank.  Wtlltani  I  ***e  Conference  of  hankers  (hat  finally  halted  the  decline,  the  step*  In  front  of  the  sub-treasury  were 

-  |  filled  with  Interested  watcher*.  Movie  cameramen  flocked  to  the  scene  to  photograph  he  emu  da 

1  Continued  an  Page  7 1  that  gathered  at  the,  news  of  Wall  Street1*  first  I  !.<M»<H>00- share  day 


Street  Trades  Blindly  Panic  Levels  of  Stock  Prices 
As  Ticker  Is  Swamped  Wi||  ^  as  “BottonK" 


Even  PUue  Sefftie  Orer-i 
whelmed  io  What  It  Called 
“Panic  of  ItZt.” 


today's 
as  the  ! 


“When  the  smoke  has  cleared 
•way  and  stock  trading  w  donr 
again  on  a  reasonable  hum*  uxta 
•cUvtty  will  be  described 
Panic  of  \n» 

This  description  of  the  stock  • 
market  wan  offered  dHWtly  after 
a  y safer 4a y  by  *  broker  wlw 
;  time  to  look  up  from  the  >ele- 
nhone  between  report.*  from  like  i 
telephone  clerk  on  the  stork  Kx  - 1 
change  floor. 

The  utter  hrlplrssnewi  of  the  sit¬ 
us  tin  n  defied  dear r tpt b>n  With  the 
Stack  Bachange  ticker  tape  two1 
hours  behind  trading  on  the  Moor 
and  member  firms  imsbie  to  opt  air 
guotalinru  from  the  exchange  a 
lame  pert  of  yeotardav.s  record  trao- 
la  done  In  the  dark  rhe  bond 
over  which  a  !»•  gtork  qw 
•ant  »»  tntenrala  <»i 
ten  minutes,  fell  behind  the  bond 
rket  fer  the  first  time  in  rh-  his 
f  of  the  exchange  The  quotation 
ylee  established  by  Use  fl»ork  Ptx- 
inge  handled  an  untold  number 
rogue  Ms  for  q<ai»atWms  vim-*  <»l 


Bear  Phase  of  Market  Culminates  in  Demoral¬ 
ized  Selling — Irregular  Recovery  of  Sound 
Stocks  From  Here  On. 

By  WAUIO  YOU  NO 

IT  in  over.  W**  have  seen  the  worst.  Heaven  forbid  that 
anything  worse  than  yesterday  on  the  Stock  Exchange 
should  be  poasihle  f 

I  personally  have  been  through  the  declines  of  1903. 
1907.  1914  and  1920.  As  I,  recall  the  worst  days  of  those 
panics,  none  of  them  was  as  wicked  on  the  floor  of  Ihe  ex¬ 
change  as  this  artificial  panic  of  1929 — at  midday  yester¬ 
day.  The  whole  country  was  involved  in  the  trading. 

The  ttrker  ilaf  not  finish  record 


Brokers’  Loans 
Off  $16?, 000, (WO 

Loan*  for  Own  Account  Drop 
$18,000,000 — “For  Account 
of  Other*”  Alto  Down 


Sales  Peak  on  Curb; 
6J 17, 400  Shat  s 
Change  Hanu* 

Total  win  on  the  Non  fwk 
fwrk  Fulmnp  rnlfbUj 
imoonM  U  Hj&l.im  *b area.  a 
w*  high  r^orf  At  Ihe  rhnr 
the  «  urb  tinker  w«m  throe  hour* 
hohln*  Ihe  Uorkel 


Ing  the  days  price*  until  7.07  p  m 
Total  uln,  were  roundly  1 1 000.000 
‘bar*.*  ft  vm  “volume  day"  with  a 
•  angeance. 

Stur-k*  were  sent  lw  the  slang  h 
ter  on  the  Exchange  In  Mi»  k<  of 
llwawQ*.  of  llurw.  «(  time, 
Ibere  were  no  bhk  It  w»»  tike  i 
bolt  Am  le«*  pH  It  was  sn,  h  de 
muntlratlon  on  occur*  nboal  ome 
in  •  decade.  hod  |h.  low  price* 
•f  yeaterda?  will  W  the  low*  of 


Washington.  Oct.  24  Climaxing 
one  of  the  moat  .various  bear  move¬ 
ment*  the  New  York  Slock  Bx- 
cnange  has  ever  known,  ihe  Federal 
Reserve  Board,  following  the  claee 
of  today'*  market,  announced  a  re¬ 
duction  of  *167  000.000  In  brokers' 
loans,  the  Mist  important  bullish 
new*  of  the  day 

Wall  Street  generally  had  ex¬ 
pected  another  advance  in  the  huge 
total,  because  of  the  large  number 
of  rights  expiring  during  the  week, 
and  this  fear  of  an  adverse  report 
U  believed  to  have  contributed  in  a 
large  measure  to  U»e  collapse  of  the 
market  The  total  now  stands  at 
*4  6!! 4  000  000.  a s  again*!  *4  801  000. 
000  a  week  ago 

Hecreaven  were  reported  to  each 
of  the  three  item*  going  to  make  un 
(he  loan  total,  loan*  for  out -of- 
town  bank*  leading  the  reduction 
with  a  cut  of  |M  000.000  A  decrease 
of  t09.000.000  w**  shown  in  loons 
lor  account  of  'other*/*  Including 
'-or  Duration*  individual*  and  for 
»ign  banks,  while  loans  f«M  ran  a»;- 


Downslide  Halted 
By  Bank  Support 

Ticker  Kept  Working  Unlit 
7.07  P  M. — Liit's  Clo««g 
Strength  Encouraging. 


Panic  prevailed  in  Wall 
Street  neuter  day  a  ml  far 
marly  tiro  hours  a  l idol  wave 
of  selling  xivept  pries*  from 
10  to  40  point*  bepwror* ally 
\  normal  h  t- 

iru s  the  heaviest  i)t  Ik r  h*s-  •> 
lory  of  the  Note  York  Stock 
Exchange,  12,894.660  share* 

which  exceed*  all  jpr--ri„ t/s 
r  e  t  fi  r  d  s  "f>jf  more  than 
1.000,000. 

With  tae  passing  of  tire  third 
;  hour  of  the  sacrificial  selling  out  of 
thousands  of  long  a  counts,  support 
1  entered  U»e  market  From  1  p  in 

(until  tlw*  close  of  the  Exchange  this 
support  bv  the  big  bankers  held 
nnccB  firmly  at  only  a  few  ikmoIs 
below  the  averages  of  Wednesday's 
final  quotations  and  In  not  a  few 
instances  above  tire  low  levels  sour  - 
I  «-d  during  (hat  smash. 

PANIC  STEMMED. 

The  panic  has  been  stemmed. 

•  At  the  close  of  the  market  y  enter  - 
I  day  with  the  lleker  still  recording 
'  prices  boars  old  Ihe  whole  lone 
I  <*f  Wall  Street  wa-*  one  of  extreme 
i  relief  and  ihr  prediction  that  “the 
worst  l*  aver"  *»*  »n  every  lip 
Not  since  the  outbreak  of  the 
World  Wur  necessitated  the  cloning 
of  the  Stock  Exchange  and  the  sus¬ 
pension  of  all  trading  for  mAny 
weeks  has  there  been  witnessed  auc-h 
a  cotl»pt*e  of  market  value*  as  oc¬ 
curred  yaterdljr.  Not  since  tire 
famous  panic  of  1007  which .  by  th- 
way.  occurred  also  on  an  October 
24,  has  tlw  re  been  such  a  succession 
of  new  low  records  in  a  single  days 
transactions. 

So  farioa*  was  the  trading  par* 
maintained  all  throng h  the  day 
that  ticker*  kept  churning  until 
seven  minute*  past  terra  last 
night,  over  four  hour*  after  the 


It  w 
i  at  its 
Wail 


os  when  the  selling  wav,-  waa 
peak  that  word  cume  Into 
Street  that  a  meeting  of 

(Continued  on  Page  Si 


No  Cause  for  Worry, 
Declares  Mitchell 
Of  Nat’l  City 

“1  *lill  *ee  nothin*  lo  worry 
iInhiI,"  aalil  t  hartea  t  MltchHI. 
chairman  of  the  National  <  My 
flank.  teslerday  afternoon  “1 
still  viand  hack  of  the  statement 
I  made  when  getting  off  the  ship 
last  Tnesdav 
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